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A relatively new institution--the Community Development Corporation

-~-has emerged in recent years to help counter the continuing social and

“economic deterioratjon of many of the natipn's compunities. Assessing

* the performance bf these-organizations is both complex and important,
Recognition of this need motivated the initiation of this evaluation_ of
three Ford Foundation-supported CDCs in relation to their stated
objectives. The work centered on the examination. of CDC per formance
relative to output targets (milestones) that were both identifiable ‘
and quantifiable. The milestone targets, developed in 1973 Yor the :
following year, were targets over which the CDC would legitimately be
gxpected to have some control. In addition to reporting the findings
on CDC performance relative to these targets,-qualitative factors
which bear importantly on the meaningful analysis and evaluation of

. CDCs are dii:ussed. . ’
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: A
*
I ~
st - L INTRODUCTION N i
“ . -

This paper is a report of an evaluation study and about some key isspes
involvad‘io evaluating social programs. In February 1972, The Urban Institute
was asked~£y the Ford Foundation to investigate the feasibility of designing an
evaluation system for Foundation-Supported community development corporations. A
, system was subsequently designed and partially implemented over the period of
July 1, 1972 to July 12 1974, The major focus of the first round was the assess-
ment 5% thevperformance of three CDCs, Bedford Stuyvesant Restoration Corporation,
‘The Woodlawn Organization, and The Zion,Non-Profit»Charitable Trust, froq}July 1,
- 1973 to July 1, 1974. The results of the evaldation are-reported here.
From the outset, The Ford Foundationm and The Urban Institute staff both

treatéd seriously the question of whether or not a usable evalﬁntion system could

be dev1sed for CDCs. 1In the report on the feasibility study, we wrote:

. Throughout the discussions between Ford Foundation and Urban
_Institute representatives there was universal awareness and agree-
ment about the difficulties of accomplighing hard, qpﬁhtitative
" evaluations of CDC activities. The Ford CDC program is appropri ely
a high-rigk social development effort and it is by no means clear h
that a credible and realistic quantitative evalzation can be accomplished.
. » Amajor reason for undertaking the eval is to further
explore the possibility of developing quantitative measures of the
impact of innovative social programs such as /CDCs for decision
mak i‘ng, 1 - ’ /’ . ' . .

Several approaches to-improved evaluation Aere explored while doing

the feasibility study. These'were.

1 .
1) further analysis of‘ﬁast and current federal evaluations of

. programs related to CDCs;
. (2) comparative analysis of .CDC and non-CDC instruments for

~e ~minorfty economic development; .
@3)” quantitative milestones for the Ford Foundation CDC Program; >

7

. = 7 . and N .
) . y’(&) " projeét evaluation for the use of CDC directors. - .

A

v . 1. The third alternative was chosen after discussions between Foundation offi-
cials and Urban Institute staff., At that time, it was recognized that there’did” "/

- ) 1. "Evaluatisg Ford-Supported Community Development Corporationms: - A
Feasibility Report and Proposal, " Harvey A. Garn and John Deutch, May 15, 1972,

‘ pi2. ' . § g \




. . ©
not exist a mukually agreed set of criteria for the determination of '"reasonable’,

Wad

performance', 'by a CDC or/a consolidated body of data on current performance levels.
t/es contempdlated in the selected alternative were to be quantitative .

.The milest
targets set for eacly CDC which took account of its funding leve15, programs, and
community circumgfances. Data to be collected were to be used as a bagis for

generating ""rgdsonable performance" standards over time and documenting CDC achieve-

o

ments relagive to such Standards. ’ ) . } ‘
&Both the characteristics of CDCs and the state of evaluation methodology

help explain the concern which was felt about how to determine reasonable perfor— ’

mance standards. The wide variety of 1nst1tutions which call themselves CDCs, ‘the .

relatively short time in which they have operated, and the atyp{cal characteristics‘

of their operating environments make it extremely difficult to tell what criferia

should be used 1n assessing them and,, hence whether the CDC experiment has succeeded

or failed. Examples that might be viewed as successes and failures of particular
v activities.supported within the CDC framework can be readily found. But such ad
hoc examples are not particularly«helpful in painting a complete picture.
Although there has been a considerable body of literature developed ;hlch
discusses CDCs, a suff1c1ently broad and 51multaneously detailed framework had
not emerged which would permit concluS1ve'assessments to be drawn about CDC‘per- -
. form ce as we began our work. We attempted td develop a perspective which would
helf\ improve understanding of what kind of an inst1tution the CDC is (both in terms
‘ of its structure aﬂd in comparison with other institutions), how such an 1nst1tu-
,‘ tion might be evaluated, and how key policy issues associated with its operation -
and existence can be addressed. This kind of a framework is required in judging
whether or not the performance of a pakticular CDC is reasonable or acceptable °
and in order to make assessments about appropriate policies. This, paper, there-
fore, is a discussion of some of the key isstes involvwéd in approaching the analysis

and evaluation of community development corpqrations as well as a report on their

i
]
v

~

performance. s

.+ How to-€onceive' of @ GDC ' -

The conception of a CDC developed here requires- for its explanation sone\ﬁing
.more than a definition. There Pre so many variants in structural form, ownership,
an program structure among CDCs that it seems fairly pointless tq become overly
.»enamored of a simple definition. Some elements of a definition, of course, spring J
-forth from the name. CDCs, usually are corporations--as opposed to governmental
bodies or more loosely knit busﬂness enterprises. They usually have an identifiablec

M ° . . ?
o \ N .
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set of E&nks with a particular community, altho%gh the nature of the linkage varies.

And they sually are concerned with an array of programs that have development--

political, social, and economic--as their stated purpose. . ’
This mix of programs--some with private market analogues and some with public

(governmental) analogues--is a distinctive feature of CDCs, however they are organ-

o

.ized. =Typically, the ﬂct1v1ty mix of a CDC consists, in part, of dlrect production

and provision of goods and services. In addltion, CDCs mobirnze additional resources,
1nclud1ng goods and services produced by, others, fior use or distribution within .the
community. They, also, intervene in the process of goods and services delivery be-
tween other producers on behalf of their community residents. For example, CDCs -
engage in ope ating some commercial and business enterprises, providing assistance

to other W repreneurs, prev1ding manpower traihing, ghilding, rehabilitating, and

. managing'housing, providing .access .to wel fare and related services; and dealing

with public agencies (such>as the police, fire departments, and schools) on behalf

ot

of community re81dents. Inlshort they are hybrid organizations, quasi private

‘and quaSi public, ‘ N

The local c0mmun1t1es ‘in which CICs. operate tend to suffer from signlflcantly

worse conditions than the cities in which they are located as a consequence of ther -

Rroader social, economic, and political forces at work. These adverse effects are

- \
evidenced by, for example, high unemployment and underemployment rate’s, low 1ncome

levels, ‘deteriorating housing, inferior schools, and high crime rates in the

communities served. The massive combination of such conditions in aopaff’cular , e

.

community creates. a serious enough problem that residents, by individual actiom, -
stand little chance of-improving the situation significantly. Furthermore, /private
firmsuseeking the maximization of return on their inve tments- have little incentive .
to attack the overall problems, especially’ when bett r alternative locations are
available. ' 3 . . . . '

The‘corrective mechanism for this kind of situation is meant to be the

- .

government, but it seems clear that the appropriate governments are not functioning

\

adequately in this regard. Generally, governments simply do not have thé incentives .
to address problems of this kind at the community level. One reason this is true

is that the appropriate governments normally represent a larger and more hetero—
geneous population that includes the CDC community as only'a subset. Political
consideratioqs may preclude a government s effort to redistribute income or goods

anf services from one community to another (usually less poIitically powerful)

Community, - . . . ’
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Some 1nst1tution, therefore, is needed to perform the combination of private
and publib activities which address the collective concerns of the’ cmmmunity,
- without, on one hand, being cons trained to, maximize profits from its privaGe
act1v1t1es or,  on the other hand, being constrained by the pOllClcal 1nterests
of the broader c1ty A CDC, we argue, 1s such an 1nstitution--one which takes
as its primary obJective the improvement of community welfare, rather than private
profits, sales, or ré- election. 'Its performance, therefore, should be judged on
a different basis from a private firm or a broader, governmental entity
.1f the collective -activities of the CDC are viewed as attempts to improve
community welfare, the ultimate test of.its efficacy is the degree to which it
does this given limited resoutrces. The assessment of CDC performance relative
to this objective, Qhen, reduires an understanding of the connections between
resources' activities, and community welfare outcomes in the context of the
Spec1al.character1st1cs of’ CDCs’ and¥their operating environménts, In order to D
develop meaningful perfermance standards for CPCs, in our view, these complex
relationships need much more serious exploration than they have received to dateu: .
} Throughout this itudy,one of our major concerns was to structure a way of
thinking '‘about these complex interactions that would provide a basis for more
rigorous investigation of the issues involved in judging CDCs in thedir proper -
context. We have discusséd some of these issues in. separate papers.l_ Here, we ,
will identify'only'a few broad classesxo{‘issues which bear significantly on the-
analysis and evaluation of CDCs.. - Then, after a brief discus31on of the rationale,
design, and process of the completed, initial phase of this evaluation, we will

./

One major theme which reduires attention pertains to the connections between :

T e

"/ move directly to the report of our findings for the thr'ee CDCs.

CbC resources and outputs. ‘It is 1mportant to notice that many CDC .activities,

such as tesource mobilization negotiations with public agencies, résidents, and
other producers of goods and services, such as educdational and héalth services, do not .
directly produée 1dentifiable goods. The outcomes resulting from these and similar
activifies are not only more or fess 1ntang1b1e, Jbut many are dependent in part

on the participation of other parties. In the case ¢f health services, for example,

- p—

- tioms," Harw % A. Garn, Urban Institute Wotking Paper 0719-01-6, October 28, 1974;

1. "Pr ﬁgramaEvaluation and Policy. Analysis of Community Deve lopment Corpora- .
"Costs: Es imation and Use in the Evaluation of CDCs," Nancy L. Tevis, Urban Institute

Working Paper 0719-01-4, Aygust 1974; "On the Need for 'a Set of 'Conmunity Welfare -~
Weights'/for Community Development Corporations," Carl E. Snead, Urban Institute - .
Working’ Pdper 0719-01-7, November 1974; "An Approach.to Issué Analysis for CDCs," - :

Harvey A. Garn, Nancy L. Tevis, Carl'E.'Snead, Urban Institute Working Papeﬁ
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A ‘1E¥ants to know how unportant or valuable the outputs are to the community'being

¢ ’ T, . .
the responsiveness, or role, “of the beneficiary clearly affects the ultimate

even though the CDC is held accountable as the providey of the health service, The
mainvimplication of this feature of the CDC $ program mix is that meaningful output
1dentif1cation is both difficult and 1mportant. Careful attention should: be paid

to the distinctions among different classes of CDC activities and what these imply' s

>

fdr interpreting variatiéhs in .output levels“achieved.

v

It shoulq, also, be recognized that the particular set of cumulative adverse

’
)

nconditions ex1st1ng in.a community will produce variations in the natur® and severity

« of constraints on the operation of CDC programs 'in different communities.se Simllarly,
. the mix of act1v1t1es and degree of emphasis on part1cu1ar programs are likely to $

: vary across CDCs because'of differences in the set of community problems &ach CDC \\\\\\\\

is. attemptrng to address. ‘These considératiops are crucial to the’ development of

appropriafg expectations about output levels which’can be achieved for given re-

source expenditures. Such standards do not now exist and if shey are to be meaning-

ful’, shou%d'

z\\the production possibilities (feas1ble resource-output combinations) of CDCs.

incrporate the differential effects of these special constraints on
But one wants to know more than what output 1eve1s are possible. . One, also,

:.served; This requires the development of valuation criteria or rules for attaching .
.- relative values to different outputs. In many evaluation studies, an assumption
is made that the worth of an output 1s accurately reflected in its market price..

. That - 1s, a house is worth what the purchaéer pays or a Job is worth what the

--employee is paid This frequent assumption is. 1nadequa§e for our “purposes becaus
it ignores the cumulative. ady e conditions and externalities which.are well recog-
nized to cause discrepancies between ?mAtket" vatue and "social' value -and because

it implies that the value Sf the output to an 1nd1v1dua1 is equivalent to its valde
to the community _ If neighborhood effects are not completely accounted for by e

variations 1n the price of housing, there will be a divergence between the price -

*y

(8]

~  paid for a house and its utility to the owner.2 If home ownership provides positive

neighborhood effects-£appearance m51ntenance, increased sense of'stability and -

-ty

) security), the gains td the’ communLty ‘are greater than the gains realized by the

G
\\ home purchaser.e In short, some meang of reflecting community value is 'required. -

S 1. We distinguish between the production of goods and service provision. iea
- Within the service group, we further distinguish: (1) those which affect tangib
assetS' (2) those which affect client attributes or charaéteristics, and (3) brokerage
services. o "
L .. ‘That is, market .and social value coincide (it is argued) in those cases
where the market operates.perfectly; but not otherwise. <

&
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N . The process of deriving appropr:.ate methods for attaching such relative .
values to CDC outputs from the community'’s point of view is difficult because there

" is no def1n1tive basis for generating community values. One p0881bility, obviously, 9 ‘
is to systematically sample the population of the community. . There are many problems ‘

wi-th attitude surveys, however, particularly in designing survey instruments which

1
measure both the level and intensu:y of preferences and in interpreting responses. p

In any case,._the level of resources available for this eva

a forr.naf sample survey., a

CcDC outputs was developed. Essentially, the 1dea behind the suggested method

organization such as a CDC and to use these factors to ight outputs (expressed

in e1ther physical or monetary un1ts5 We Suggested that all comunities within

if. a11 commbnities were alike their*condia:ion would not provide any basis fo
ferentially allocating resources -among communities

) These argumerits suggest developmg weighting factors‘ which are ratios of N
conditions in the community relative to the rest of the city. We called these N
factors "community welfare weights" to distinguish them from market prices which
are normal Ly used to weight ouéputs in,'benefit‘terms. More.technical aspects—of
such a'weighting system are discussed e1sewhere‘.:2 JIt is Sufficient'for purposes *
of thi¥ summary to state that one effect, of using these weights to ,attachlmore
significdnce to actnh.ties which address the sources of.greatest\ ‘dis‘parity between

' the community and the city of which it is a part. Another effect\is to provide

( clues to funding sources or CDCs in” their choice of program conipone ts. '

. N
\:| A b N 4 ‘

A.third major area which bears importantly on the meaningful atalysis and

evaluation of CDCs we might refer to as institutional-conmunity dynamics. It‘ K !

1. Recent developments in this area show promise for future application. .
AR Approach to Issue Analysis for CDCs," Harvey A. Garn, Nancy L., Tevis, Carl E.~
ghead,-Urban Institute Working Paper 0719-01-3, August 1974 ' s
7, "The Integration of Equity and Effic%ney Criterid in Public Project - '
Selection," Harvey A. Garn, Martin C. McGuire, Economic Journal, Volume LXXIX, ;
. December 1969. Reprinted in Redistribution to the Rich and the Poor,: The Grants'
Economics of Income Distribution, Kenneth E, Boulding and Martin Pfaff, eds., ' ° .
Wadsworth Publighing Company, Belmont, California, 19\2' "'"Problems in rt:he Cooperative .
Allocation of Public ‘Expenditures," Harvey A, Garn, Martin C.- McGuire Quarterly ' )
Journal of Economics, Volume LXXXIII, February 1969; "On the Neéd for a Set of : |
'Community Welfare Weights' for Communiity Development Corporations," Carl. E, Snead,

Urban Institute Working Paper 0719-01-7, November 197%.
; &
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seems clear that many of the major issues percai::ng to the prospects for' CDCs

will require analysis of the major interactions dng three separable groups~

(1) actual or potential development suppor; 1nstitutlons, (2) the CDC\as a devel-
opment institution within a community; and (3) community group interests or the
part1cular interests of 1nd1viduals in the communit;\\ Both qualitative and quan- -
t1tat1ve infonnatlon about the key variables "which affect the highly complex, mutual
1nteract10n among these groups needs to be developed in order to assess the problems
and prospects for CDCs as institutions which must mobilizeumany of their resources‘
from one group--development support 1nst1tutlons--while att%mpting to allocate

those resources.in ways which relate to the needs and interests of another\group--
their community constituents, It is important--to resource suppliers, the CDCs,

and> the comnmnxty--to understand the potential conflicts implicit in this situation
and to develop arrangements in which such conflicts can be resolved or ameliorated.

S Of the three broad categor1es of issues noted above, the initial evaluation
focused primary attention on the ‘first area of concern: the connections “between

CDC resources and outputs. “In part1cular, the objective of- his phase was to -
'determlne what the spec1fic outputs of CDC activities are expected_}o be (milestones)

and the'levels of,these outputs (quantifled milestones) which are achieved., This

-

kind of 1nformation provides one oﬁ the components necessary to generate reasonable
performance standards. ‘ L . ¢ V
The establlshment and examlnat\on of performance relative to such milesto s,
the efore‘ are at the core of thls evaluation. We worked with CDC managers to*
establist -1lestone targets for essent1ally all of the act1vities of the CDCs., °  *
_Our major purpo in working with the CDCs to establish targets forsthe,outputs
Vof the CDCS——tn—addit on to their immedlate use in oun'evaluation wereﬂk f1rst,
‘to emphasize that the effective managementuof diverse activit1es, ‘such as those
customarily carried out by CDCs)\ requires the sett1ng of tangible output goalS' K
apd second, to initiate wlthln the~CDCs a procegs by means of wh1ch such tangible
output goals could be,established 1n a systematic way.

"Tangible" is used here to distingui h targets, such as, nymber of hous1ng -

-units to be’ rehabilitated or square Yeet of 1 oustr1al space to be filled from

ﬁnportant‘ but less échievable, autcomes, such a changes in the commanity s \y
unemployment rate, median income 1evel, or-. crime rate. At the beginning of thé
evaluation’ process we emphas1zed tq both the Foundatio and’ the CDCs that quan-

tftative relationships between outcomes, such as those indicated .by the latter

\
1, . "An Approach to Issue Analysis “for CDCs," Harvey A. Garn Nancy Eﬁ,Tevis,
Carl E. Snead Urban Institute Working Paper 0719-01-3, August 1974.
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set of bariables‘and,the levels:of CDC actibities, were virtually impossible to
festablish‘ We recognize, of'course, that the long-tem goals of the CDCs are to,
initiate and participate in community-oriented processeé which will have . the result
of 1mprov1ng overall conditions in the community as they might be be expressed in suchf
general 1nd1cators\ Shorter-run CDC goals, howevér, should not be stated in terms.
of changes‘in such 1nd1caiors.‘ This is due to the fact that variables, such as
. the unemployment rate and community income level, are influenced by many Factors
outside the control of the CDC. - It is Girtually impossible to establigh, quanti-
tatively, the degree to which ©DC activities contribute to observed changes in
v &uch variables. “The milestone targets, therefore relate to outcomes over which
‘ " the ¢DC can legitimately be expected to have some-ontrol, Chapters 2 through
5 discuss the milestones relative to performance from July*l 1973 to July 1, 1974
for the entities, of the three CDCs evaluated. ' ) -
Although milestones were ea;aglished with each CDC, more needs to be done to _
o formalize and use this process.within the CDCs. In general, the milestone targets
were established’in conversations and commdnications between the individual managers
and staffs of the subsidiary organizations of the CDCs and our staff. In this inftial .

phase of our evaluation, the implications of the output targets set within each Sub-
LS
. sidiary activity were not co‘iidered in aggregate in terms of their implications for

S{the total CDC -effort.1

. “A potential value of target setting, aside from review by funding source§, is

that it Tan prDV1de a mechanism foy all of the senior managers of the CDC to consider

~

~

. potential/pfade offs'among program activ1ties in a systemitic way. The process

. of setting milestone targets can be formallz;st;ucturedf——indrvtuu T mamagers initially -

can 8S& tput‘targetS'in congunctipﬁ/with the evaluation staff. After this is done,
. meetings with‘all\ofqgheasenior managers of the CDC should be held to consider the
i joint implications of an pogsible trade-offs between these individual output targets.
" The lacﬁ of such a formal process*at\the beginning of this evaluation is ot a
criticism of the CDC management during the tial phase of our evaluation, Estab-

. liﬁhing the possibility of milestone target setting ts pogsible uses prior to .

,attempting to make the process a more formal planning mechani was ‘essential.

N In the work reported here, therefore, the development of consistent\;nformation
;b;:t\outputs and’ output targets ocoupied a major portion of the time avai ble;:
T 1. Many of the milestone categories were utilized during the_ evaluation period,
particularly in the Restoration Corporation, for in-house reporting and review. This
can lead to more interactive forward planning and should be encouraged. o >
2, In this process, we attempted to reach an effective compromige between the -

amount of information we solicited directly in interviews with CDC staff members
and the amount of information we derived from documentation provided by "the CDCs.,

- A -
° ¢ . *
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l Initially we visited each CDC to discuss progy

verbal and documéntary, from CDC staffs. We
posmble milestones.

tions

-

t

7 TN \
ams and solicit information, bqth

hen compiled an exteﬁsive list 'Ef
v

We discussed these vabri bles and our initial data deri

with the cDC staffs for suggestions antl clarifications of some of the data.

‘e N

The next step was to develop ‘complete milestone tables for each CDC activity,
which included the vari\ables and quantity of ach milestone variable produced in
the period July 1, 1972 tg’ July 1,°1973.

‘consulted with the appropriate stafe‘/members to develop a set of targets fo

-

a subsequent visit to each CDC, wé -

4

accomplishment over the period, July 1, 1973 to Ju1y 1, 1974.
were estabhshed early in the above time period, Om our 1ast set-af visits, \

. N
~. L€
‘\

of these visits, extensive material ‘was obtained froim \

These targets )
4.

‘data on the actual quantities of the milestones achieved were. gathered.
During .the course

each CDC, (1nc1ud1ng financial data) which described CDC programs and activities |

. more _broadly than the quantitative data included in the milestones. These material

were reviewed and analyzed by our staff between visits to the CDCs..

.’"
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\ t " . THE BEDFORD STUYVESANT RESTORAfEON COKPORAT ION B x
A o ~. R | - S . .

\ The Bedford Stuyvesant RestdratlonCorpoma%ion is the most widely known | ‘/,::'
CDC participating in this evaluation and, perhaps in the nation.' It is, also,f
the largest CcDC which has been created to serve minority communities. Restoratidé's
,ptominence 1s attributable,hpth “to the circumstances sunrouhding its creation id
1967 as the first. CDC to be funded ‘under the_ Special meact Program and its demon»
'—strated ability to retain s‘bstaﬁtual funding. . *

. . In Y966, Bedford Stuyvesant s severe problems of physical and economic decay
vand incfeasing ~social bitterness caught the attention of Senato s Kennedy and

Javits. The pressing need for a solution to the critical co itions existing in

Ve

" Bedford Stuyvesant and other communities with similar prob ems prompted the Congress
to pass leg1slation, introduced by the Senators from New/$ork tablishing the

Special Impdct Program. The purpose of _this amendment. fo- the Economic Opportgnity

Act was "to establish special programs . . directed to . have an appreciable .
impact in such cqmmunlties and neingophoods in ar;esting tendencies toward depen-

dency, chronic unemployment .and rising cmnmunity teasions . . "1

) Whether ar not the SIP amendmipt woukd”have passed Congress withirt the

' specific program envisaged by,K y aided for Bedford Stuyvesant at the time
the. legislation-Eas/;anoduced isfdebatable. ‘The Bedford Stuyvesant program,
however, offered a promising new approach and had substantial support from New.
York' s business and financlal cemmunity . Specifically, the plan was t°\<f§ge

the resources of government, business- and local residents “to launch a compre- ..
hensive redeveloppment effort in Bedford Stuyvesant. Two separate, tax-exempt i
corporations were "egtablished which would_cooperafe.in implementsng the program. -
The Restoration Corporation, representing about 400,000 local regidents, would be

régponsible for implementing specific ctivities assisted by its sister corpora-

‘ tion, D & S, representing/established business and financial interests in New Yorks

—

As ‘joint sponsors of the Bedford Stuyvesant pﬂpgram, both corporations required
LS

"the support of the-federal government in order to carrd out their plans.

~

. 1. Public Law 89- -794, 89th Congress, H. R. 15111, November 8, 1966, "Economic
Opportunity Amendments oﬁ 1966,'" Part D-=-Special- Impact Programs, Sec. 131 (a),
p‘ 501 / .

' * / . 11
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Subsequent to the legislative passage of the Special Impact Program, Restora-
tion and b & S became the first organizations to receive financial assistance. ln
June, l967, the corporations began operations with an $8.6 million three-yeat
contract with the Department of Labor. The Ford Foundation contributed to the
iniviation of the program with a $750,000 grant for the {irst year of operations, '
Sllmillion:during the second year, and $1.8 million during the third year. e

' As far as we know, no other minority CDC has been conceived and implemented
with as large a level of financial, political, and business support.as Restoration
received in its early years. These beginninge.have had a significant influence on
the evolution of Restoration as a CDC with a sophisticated corporate structure and
strong internal‘organization. Continued growth-in expenditure levels during recent
years demonstrates the corporations' success in maintaining the external support .
of both the prlvate and public sectors. 1In fiscal year‘l974, the year coinciding
' with this evaluation period, Restoration's expendityres reached a level of $14.5
Anilllon about 60 percent higher than flscal ‘year 1971 expenditures of,$8.9 million.
The Ford Foundation cenfributed more than $l mllllgn during this period. _Increas-
ing assumption of managerial and operational respon31bilit1es by Restoration in
recent years, culminating in the merger of remaining D & S staff within Regtoration
in 1974, is indicative of‘Restoqatlonr: progress W1th respect to 1nternal develop-
ment. Restoration's 1nst1tutlonal development as a vehicle for the rev1tallzatlon
of Bedford Stuyvesant has followed a relatlyely steady and even path.’ Unlike some
other CDCs, it has not deviated significantly frgmiits original conrse, but has
worked to formalize amd refine the basic premis€s underlying its initial design. .
In terms of ‘an overall strateéy for improving the quality of life in Bedford
Stuyvesant, Restoratlon has maintalned an approach concentratlng on programs )
directed toward the physical and economic development of the area as well as social =~
service programs. . - N . ' .

This chapter is a summary discussion of Restoration's specific activities -
and performance durrnguthe period of our evaluation, particutfrly during»the mile- .
T stone year July 1, 1973 ?hrough July 1, 1974. Some general observations about the . .

L]

’

structure of Restoratioﬂgpfograms are necessary to put the individual activities / .

into perSpectlve. .
As of April 1, l974 all Restoration programs and subsidiaries were reorgani éﬁ
into three corporate div131on9° (1) Physical Development Division, (2) Economry/%
Development Division, and (3) Non-profit Community Prograﬁ Division. lThe,fifsf

two divisions contain the programs which are currently considered profit centers

»
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or potential profit centers. The Non-profit:Community Program Division contains
programs in the development stage.which may or may not become profit centers in
. . . .
the future. L ) ‘ =

%

Community development corporations’ like Restoration, contain both profit
and nonprofit centers and recognize that subsidization on a long-term basis for
all their activities is unlikely. They have responded to this recognition in
o two ways--first, by incre351ng1y organizing their 'activities in such a way as to
| clearly identify actiVities which may become profitable, and second, by empha31zing
. that, although they strongly deSire self sufficiency, becoming self-sufficient is

~e /likelx to take a considerable time. v d

The maJor funding source for Restoration (the Special Impact Program) has

increasingly emphasized selfrsufficfency through physical, commercial and ‘economic

development.1 This ‘emphasis 1s reflected in Restoration s SIP IV proposal where

they say: N - .- ) e e
1n 1966, we were a vision; in 1967, a reality; and in 1972, u;;”m
we have become the’ prlme force in the rebu1lding of a vast ghetto v ”3 .
through physical deve Topment, economic develepment and a spiritual | @ o

| |
rededication of people We want a stake in the future,-an equity *° 3
stake that will allow “us to truly participate in this great enter-

. + prise. A continuing effort is not built oh grants and debt, but
on cap}tal - - 4'

o the principal theme'-for the first half of SIP 1V,
although it may not be frequently art»cula&sﬁ in this document,
is the consolidation and refinement;of programs, companies, and : .
concepts that are already ip place. ,.

-

A recent reorganization of Restoration is a step in consol;dat%?n and refine-

ment. The Phy51cal Development Division brings togetﬁ@r der omne vice president
the follow1ng entities: S~ - : -

1. . Restoration Development-Corporation (RDC), ~ . ; s
. 2
v 2. Restoration‘Developnmnt Corporation Commercial Center (RDC-CC),

g

3. sttoration'Construction Corporation (RCC), f’i L \ h
4, Restoration Funding Corporation (RFC), N : ’

5. sheffield Rehabilitation Corporation (SRC), and ¢ s o ’

6. Property Management and the FHA Securing and Maintenance Program.

These entities carry out activities concerned ‘with acquiring and utilizing prop-

erty, constructing commercial and housing stock rehabilitating hou31ng,oand

, managing it. Additionally, tire Restoration Funding Corporation prqyides services

to facilitate home purchase by community residents. . man, L

1. See National ‘Advisory Council on Economic Opportunity, Sixth Annual
, Report, June, 1973, Washington, D.C., U.S. Government Printing Office, 1973.
. 2. Proposal for Grant Under Title VII, Part A of The’ Economic Opportunity ts
Q Act of 1964, as amended for Special Impact Program IV .in Bedford-Stuyvesant, '
IERJ!:;‘Qrooklyn, New York.

, \X\\ - 220“*3‘ 4 ’ ) >
MR . ‘ :
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. the beginning, but is now seen as,a major focus for the Corpora;ion.

X ) . v '(\‘5\ 4 i ¢
; . : \

The Economic Development Division contains invesimenc and loan funds,

management and technical assistance functions'\and ‘those bus1ness corporations

.

wholly owned by Restoration. Included in the first cacegory are the local business
development fund, the 1ndustr1a1 development fund, communications 1nvestmenc fund
and the equity investment fund. The management and techn1ca1 assistance functions

J
of the Economic Development Division are not currently conducted as a separate

1]

corporation.
The Non-profit Community Program Division contains the following programs:

1, Area development, including five neighborhood centers run by
the Restoration Cerporation, o

The Comprehensive Manpower Program, S
.The Constructigg Worker Training Program;

The "Home Improvement Program,

‘ Day Care Program, o . . - . -
’ [

7. 7 The Billie Holiday Theatre,

2
3
4
5
- 6. The Health Center Program, | | . -4
, .
8. Research, Planning, and Evaluation section,
9.

. )
Public Information, Government Relations, and Fund Raising.,
The expendlture levels-and relatlve emphasis on the three major programs

" from 1970 to 1974 are shown in Table 1. Combined physical and economlc develogu\

»

ment eXpendltures lrave almost doubled over this period. Non proflt program

expenditures have increased by about 50 percent.

A’Y . Physical Development Division

~
v

The Physical Development, Division brings together the, subsidiary and ‘
divisional entities related to real estate'development housing, and construction.

Real estate development has been a major componenc of Restoration s program from
&

yo- - During our evaluation the Physical Development subsidiaries for which

milestones were estab1f§hed were:

v

. 1. Sheffield Rehabilitacion Corporation--a nonprofit corporation
for purchasing properties to be rehabilitated, planning the

rehabilitation, arranging financing, and supervising construc-
tion work;

cV' -

- : : :

2, Property Managemgnt Group--a subdivision within Restoration °
. for managing Restoratlon owrned properties and the FHA Securing

Y and Maintenance Program

.

3. ‘Restoration Funding Corporation--a for-profit mortgage company;

: | R B




. N ,  Table 1

EXPENDITURES ’ ', .
Fiscal Years Ending June' 1971, 1972, 1973, ‘dnd 1974

-

> ' June 1971 |  June 1972 June 1973 June 1974
N ) " ~T T
Amount | Per-| Amount.| Per-| Amount {Per-| Amount Per~
($ cent ($) | cent ($) |cent ) cent .
; - L= : - i ‘ A
Physical Developumnt : ‘ ] ' ////
‘. Community Facilities, S
. Housing Rehabilita- i -
tién, Construction, ) s :
& reldted activities |4,379,619| . |5,064,762 6,558,607 9,754,763
Mortgage Pool = . 133,271 . 150,970 - 181,906 | 219,464]. °
Federal Héusing ‘ : ; . P
Administration W : : S, -
~activities .5 .|__463,450 '593,8h6 408,020 576,709
Total ' 14,976,140{( 56)|5,808,778|( 60)| 7,148,533{( 59){10,550,936|( 72)
. ’ L . = *
Economic Deve lopment ’ -
Business Develop- =~ | T < A A
ment Loans &.equity [1,201,041 790,207 1,413,446 636,220
~ . . . R
: g : ‘n ) ° . N
Othex 620,462 510,667 - 519,527 420,992 -
Total , 1,821,503] (+20) 1,300,869 ( 14)} 1,932,973)( 16) 1,057,312 ( 7)
Non-Profit Community ‘ )
Area Development . 754,336 925,273 1,070,311 985,557
. i, 4 v -
e
Comprehensive .Man- L . \\§~ﬁ ‘ .
pover - | 173,953 234,432 2605459 207,943
. Community Sérvices 114,185, 121,988 381,895 349,861 .
Total . 1,042,474 (- 12)]1,281,693{ ( 13)}.1,694,665}( 14) 1,543,361{( 11)

' / ) R 4
* Central Administration {1,110,013}( 12)}{1,201,863}( 13)| 1,289,722}C 11)}} 1,383,028|( 10)

!

R ~ . J
——— [ —— e .
. -
5

Grand Total 8,950,130| (100) 9,59§,203 (100)}12,065,893 (100} 14,534,537{(100)

s

Source: The figures are cémpiled from previous fimancial statements and are approximafe.‘
because of shifjs in organizational.structure over the years. Depreciation is

excluded. ,

=
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‘/’\
Restoration Development ‘Corporation of Bedford Stu sant, Inc. \

//
e * --a for-profit development company;
s 5 RDC Commercial Center Inc.--a for-profit corporation for :
devéloping, building, leasing, and operating the Commercial % &?
‘ Center; . k T X
6. ° BSR Construction Company--a for-profit general contracting firm._ e

Each of these entities are discussed below. The Physical Development
’o * 1 .
subsidiaries are a tangible representation of the importance of real estate
; N l
development in Restoration's overall strategy, and of the recognitknlﬁhat Bedford

Stuyvesant has a stock of housing and other structures which are worth utilizing
‘ .

1. Sheffield Rehabilitation Corporation

) The Sheffleld Rehabilitation Corporatlon was organized as a nonprofit cor-
poration tﬁ Detember, 1969. The corporatlon was set up to buy and sell real
property ‘in Bedford Stuyvesant. Aside from its ownership role, SRC engaées in
renovation of property which it will either hold and lease or resell.

There are plans to link the rehabilitation program with the RFC mortgage
pool as renovated housing becomes available for sale. RFC did not expect these
plans to materialize before 1975. The rehdbilitation program.of Sheffield Reha-
~ bilitation wds linhed, fpr a time, with_the Restoration Construction Corporation.

] Sheffield Rehabilitation developed the plans for rehabilitation, including archi-
‘tectural design, financial feasibility, clearances, and financial arrangements.

Restoration Construction Company was used as. “the general contractog for the

o

as a major asset in attacking the community's problems. . ' .

.construction work. This arrangement has since been changed as a_result of several
problems with the performsnce of RCC, and its subcontractors. Sheffield Rehabili-
tation is now actipg as_the generqﬂ c§ﬁtractér for renovation work, in addition to '
its other responsibifities. Sheffie® kehébilitationtis liriked to Restoration's “

economic development objectives through its use of lotal minority subcontrac tors

where feasible, - . ’///'

These—linkages with other programs are cited because Restoration views its

goals as well as housing goals. In the SIP IV proposal, Restoration states:

Real estate development is inVolving local residents at all '
levels so that the wages earned afd expertise derived therefrom will .
remain -in Bedford Stuyvesant.. The Corporations are-shaping their
real estate program to further this goal., The builder, the developer,
the architect, the engineer, the general contractor, the sub-contractor,

real estate development programs as activities which, enhance economic development !
|
|

N . -



the laborer, the property manager, and

e e mortgage broker should . J
. all be Bedford-Stuyvesant residents.l:

The .fundamental direct goal of SRC, however, {; to;eff;ciently répéir’and r;;ovate
housing units which are structurally soun; in order to help arrest the physical
deterioration of Bedford Stuyvesant. In practicg'zhis means acquiring brop;rties,‘
planning the needed work, arranging financial packages., énd, now, supervising
construction. . ‘ ‘ . ' ' ;/ i

Eariy éxperience with the program, beginning in 1968, was valuable as a
learning device, although‘jobé sometimes took longer than expecéed and as 4 result
units were more costly to compleﬁg. This eXb}ains, at least in part, why on}y 27
un}ts had been cgmplgted as of July 1, 1972. Restorépfgn conclude? from its
experience that:®

(1) the rehabilitation program has both a strong v%;nal and
. economic impact; ; ' .

(2) unit costs.of acquisition and rehabilitation are lower than
unit costs of new housing- for  compatable quality;3 and

g

(3) operation of the program led to the development of "3ound -
’ - .
' procedures and techniques." ~ . / '

.Clearances Eprough the required bureaucracic/gaé%ipery and quelqpment'of
financial sources have been mdjor "problems. But}ding Department approval is re-
quired on all rehabilitated uﬁits‘ﬁfior to cgns%ruction, and, in turn, construction
is subject to approval prior to obtaingng certification of the unit for q&cupancy.-'
Such requirements exact a toll both in terms of time and*funds{ Funds, of course,
are ?ot overly abundant for rehabilitacign work. The federgl government initiated
a nioratorium on all such work during our evaluation period. This adversely affected
the‘a&hievement offm}léstone targets. Sheffield ReHabilitation has been seeking
funding sources othér than the federal® government. Although this effort has.mot
§et resulted in :;y co@pleted units,'?pﬁerous alcergatives have been exglpred/gﬁ&

_ delays due t6 funding should be reduced. ’///j -

1. The adoption of this gpal reflects an awareness of the systematic inter-
connections required in major efforts. .

" 2. These observations are from the SIP IV proposal. o,

3. Restoration estimates that currelt _acquisition and rehabilitatyén costs -
are about 60 percent of .the costs of new Eﬁﬂging. The autlors of |the SIP IV pro-,
posal stdte: "The u costs of agquisition and rehabilitation, while too high to
permit resale within the FHA subsidized homé mortgage limits, are substantially =
lower than unit costs of new construction." Since the writing of the SIP IV pro-
posal Restotration has informed us that "Some of our rehabilitated .properties have
been sold; several others have been completed at a cost within the FHA indurance
maximum. .Further, even for houses where the total project cost, exceeds the FHA -
maximum, sales- can be made if the buyer can provide the required dowd payment or
if we are willing to take a personal note from the buyer."

t . . s o
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fa, The funding alternatives include: conventional financing with Restoration

equity, co-op financing, and municipal loan financing Conventional financing

. arrangements€h§(e proven to be the bést source. Restoration interprets the
f

willingness

~ -
\

‘conventional financial sources to joih in rehabilitation as a
: P
positive sign and vote of confidence in Sheffield Rehabilitation Corporation's
SN . :
efforts. They write:

N

fl v Our prime indicator of the health of a community is the
' availabiljty of uninsured conventional financing for both purchase
and rehabilitation. These commitments represgnt.a certain degree
of confidence in the stability and botential/g? a community on the
part of the business community.

wConvegtional. financing is advantageous hecause resale is not limited by
FHA maximums . On the other hand, it requires Restoration to take a substantial
initial equity position. National banks w111 provide financing +ln some cases up
to, 90 pe;cent of the appraised value of the property, city banks will only go to -
70 percent. The banks, of course, use their own ‘appraisers and the appraisal is
sonetimes too low for the package to be feasible to Sheffield Rehabilitation.\a
Relief on some properties might be obtained through favorable rulings on tax
abatement by the City of New York. The primary tax exemption and abatement, -
called J-51, requires completion,K of rehabilitation work before properties become
eligible. Rqstoration expects requests for such rulings to be favorably reviewed
as they have %een in the past. 1In addi;ion, assessment challenges may be filed,

a prqcess which has proved successful on. some pr0perties in the past even though

’ it takes conSiderable time.

Thus, in spite of the continued low volume of finished work over the past

... . two years, the dituation looks more promising for sheffield RehabilitatLOn Cor-
. " poration over the next two years, barring unexpected advérse decisions on tax
abatement or a failure by. the City of New York to certify construction on the

100 units now before them, as a result of the convedtional £inancing’arrangements

which have been made.

1

. s _ ’ ‘

The milestones and achievements for Sheffield Rehabilitation are shown in

Milestones and Achievements

. Table 2, The milestones established for our evaluation seem much ore realistic
« than the 500 unit per year goal in the SIP IV proposal. Even so, thete has been ,
a significant shortfall in completed units. With xespect to earlier years, how-

/
- ever, the 50 units completed during the last year represent an increase i vdlume.

'

1. -Quarterly Report July, 1974 : .o ) &

‘%
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SHEFFIELD REHABILITATION - SELECTED MILESTONES AND AC%IEVEMENTS

Actual" - Expected Actual
S, x
! 7 . During During | : During
. o the year, _}the year, _° |the year,.
“, As of | 7/1/72 to | As of.|7/1/73 to| As of {7/1/73 to
‘ Slr/izy 1/1/73 g7/}/74 1/1/74 /1716 7/1/74

s

% -t

1..0Wned units scheduled IR e NI
. for -réhabilitation 441 31, 309 132 309 w?
2. Units rehabilitated .|. 58 31 190 132 108 - © 50
‘3. Rental income on re-"’ : = ' '
habilitated units 1$93,570 $208,2401 ¢ $l79 588
4, Rental income -On
other occupied umits $153,500 - $153,500 $132 986 °

Note! Additional milestones were established for number of buildings acquired
for rehabilitation, number of units to be rehabilitated (inventory), buildings
scheduled for rehabilitation, and buildings rehabilitated these milestones are
not shown on this cable. - .

-~

-

k 4

The rehabilitation program pQEEntially offers Restoration and the commhnity,

1

" a valuable stock of assets in the form of add1tional well—renovated hous1ng units.

In order to make good gn the’Equle position taken in these units and< to me€t

and sale

. mortgage requirements, qé ?i in construcfion need to be further reduced

- or rental of ‘units speede The shortfall of eighty two un1ts (132 expected

m%inst 50 units completed), plus the delays in construction have resulted in a
For Sheffield Rehabilitation Corporation this has led"

t

to .a net loss after depreciatioa, and before allocation of central adMinistration

of about $60, ooo Lo y Lo ) o - )

- s

Property Management Grq;p . .- . .

" The Property Managemenc Group Wwas establfﬂh@d in February 1970,
In the April reorganization of

loss of potential revenue.

‘ charges

'

2.

¢ .

It has,f

not yet been formally organized .as a' corporation.’
Restoration Property Management Group became part of tﬁe Physical DevelOpment

Division. This arrangement recognizes Ehe interdependenceé of property management

with both the new housing, commercial, and property deve10pment of RDC atid the .
property ownership and renovdtion work of Sheffield Rehabilitation. The réorgani-
the more explicit treatment of Property Management as a
In |

zation reflected also,
potential profit center within the framework of Restoration subsidiaries.

contracts with ‘both Restoration subsidiaries and extgrnal

purSuib of this goal,
groups will- be establishez“jp

.expenses of the unit.

provide sufficient feé income to cover operating
7 { * .

$° ’
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Operatlonally, the unit has respon31b111ty for management and maintenance
of\RestJratlon owned‘propertles management of FHA -owned housing which is occu- S
_pled, nd a securing and malntenance function, ﬁpr FHA-owned properé§ which has
been abandoned.. Property Management Gr0up is respOnS1bfe, also,- for tenant
educati ngin managéd unlts ‘to insure tenant’ "help'in maintaining desirable nental
hOUSlﬂg This act1v1ty Ts d1rected partlculafgy toward teﬂants in ney houslng
units developed by RDC and rehabllltated .units developed by Sheffiela Rehabili-

~ * -

o tatlon Cor oratlon ’ 4 [ : .

fCon31derable lea{nlng appears 0 have occurreg in the development of the

. ) :
property management functlon @here remalnsuehe dlfflcult problem of dec1d1ng

-

@’
between the 1ntemests of thie tenants and the ‘interests of propeEty owners when

. ‘h

the two conflict. As the roperty management funct n has evolve into 4 poten- - -
B #% P

t1al profit center, the Propgrty Management GrQup has had te pay attenblon to

hE}

posstble differences between bwner 1nterests and > tenant 1nterests; S .
" . The Property Management Group is clear ab0ut 1ts‘ob11gatlons to the ) .
owners (im this case, primarily Restoration or “its Sub51d1ary agents), as.is ‘
shown in both interv1ews and such documents as the SIP. IV proposal In the
Supplementarv lnformatlon to the STP IV*prOposal for’ example it is stated: »
) - ” '“The roperty Management’D1VLéion is being viewed as a"con-
. ventional- roperty manager i, e., the agent of the owner.

In many onventional property management arenas,pfhe above view would be ~
taken for granted Wlthln/a CDC however,: the issue.,is a more tricky one.1 The
Propérty wanagement Group is, almost necessarily, caught in.a dllemma which *
characterizes many CDC activities. If it purSues its obJectlve of becoming a ; -

- sel!}Suff1c1ent for- proflt entlty r1gorously, It must undertake actions which may.
’ " be opposed by segment.éf the community. Some Restoratlon managers and board K
members have comnented about a possible 1mage being developed of Restoration as
" a new Y$lum landgprd '.,On the othet hand, if it does not engage.in selective
tenant dpproval), rigorous rent collection, and cost-saving activities, continuous ™

subsldie§lwill be required. Restoration‘s Property Management Group has chosen’

! to attempt tq ‘reach gelf- sufflciency whf&e trying to mintmize problems with tenants.” °
‘ . . 5
.- _ ' . .
Milestones and AchievemenEs . . .o ' S T

ilestones were established for the major activities

ﬁ@ring our evaluation,
except tenant education. These milestones are
- 1

: »

. . 1. See discussion of Jackson Park Térrace in Woodlawn for a simllar issue.

£ the Property Management Grou

shown 1n ‘Table 3,

>y
)

-
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' , ’ Table 3 - g
! PROPERTY MANAGEMENT ‘GROUP - SELECTED MILESTONES AND ACHIEVEMENTS\ oY
' Cb Actual |  Expdcted "« Actuall
' B * ' ' T N v
During , During .Duting -
o - « | the year, | the year, the year,
- As of | 7/1/72 to |, As of | 7/1/73 to | As of |7/1/73 to
.. Milestone _ V7773 ) 13- (/1 a | T 7s |1 016 T/ T4 -
FHA Securing and Main- - T ’ B - o, .
tenance. Program. . / - L . ' -
- w&a 1. Nimber of houses in | = - ) c
&y program 799 . 850- | - 1 836 )
' 2."Gross revéntes ﬁrom s . < ‘ o °
FHA ($)— ' | sio,310 [t~ | sseu,zp7 | ., ,b1,008,061
3. Expenditures on. . o : i Tt el
program ($) $330,358 | $363,ZQU' f§567,709 -
_FHA-Owned Tenant- . . o . N ’ 3
Occupied Housing . I - . .7
e 1. Number of units .- "'“’," b +- - oo L .
managed 50 ‘1 .l 200 33 ~
2. Fee at 10 percent N N S . N . -
. * of rents collected ) 1 -$3,369 |- $22,930 | $3,381 4
‘ ‘Restoration- Owned 'JF . " ' * )
t Properties - L j N : -7
: + 1. Number of unt;s N ~ _ k ) ) ‘
Lo managed:«. - o S o ‘ . . o
. a. Newly constructed N * . . v
AN\ and rehabilitated. - |. 113 ° ] 383 : 296 . o
b. Other occupied - g40-145 . ) - . , I 162 - .
c. Vacant units, /ff“:80- 85 : - . 583 _— ‘
2. Rents collected /. . $368,776 | %637,000 $337,710 .
bl . o 1. , ta \ < . ‘ .
o > o » 653,500 | )
*'3. Fees .eatned at 5% - N R _ sé '
. - of wents cdbllected , + $12,087 +. §31,8Q0- ] $20,829
o - . : , ‘ . y | * 32,600 N N
) Note® - Additional milestongs were established for: houses added during year (net),
net income, number of bulldlnge.managed gross rentals at 100 peréent collections, =~~~
actual rental receipts, dumber of propertles owned; these milestomes are not shown
Jn this table. ‘
s T Q I X N - L /
: PrOperty Management has fallen considerably short of expected levels of per-
formance. As is true of many of these interdependent activities, the shortfalls
) were caused, in part, by the delays in completion of, new units by RDC and Restoration
Construction Corporation and in the completion of rehabilitated units by Sheffield

Rehabilitation which were not expected when milestones were set., Property
_Management has linked all its major projectiops to éxpected levels of petformance

fz(‘ of these'othe?’entities.

.
4 .
«‘\ “‘ . - . - . .
. © * ' ‘ A
c . ' - . . i
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The Property Management Group--w1thout the FHA Securing and Maintenance

_program-smust generate conSLderably greater rgvenues to achieve its goal of

covering operat1ng expenses out of fee revenues. The. futuge possibilities look

' brightdr now that, Sheffield’ Rehabilitation has generated financing for a number

of new pro jects and, therefore, anticipates additional construction. The volume -
4

of act1v1ty, h0wever, has to 1ncrease very rapidly for revenue gains to ekceed

e v

cost increases over the next five to ten years. . <

200 R
3; Restoration Funding Cotporation jMortgage Pool) ,

R <

[N 2

7 Jhe Resﬂoration Fundlng Corporat n was, organized in April 1970 as a fully ~

owned subs1d1ary of Restoration Corpo ation. The Corporation is an FHA approved,

> - N H .

mortgagee. Tts' primary functlon is o broker mortgages between those desiring
"‘Eo‘buy homes Ln’Bedford Stuyvesagt and a consortium af New York City banks who i .
VW e . - -

. . have agreed to puf%hase mortgages up to an 1n1t1a1\t/ta1 -coniem} tment 0£,$65 mlL}lqn._ -

P )

. Both new burchases normally with FHA 1nsurance, and ref1nanc1ng of old mortgages

‘are arranged by RFC. W \ .o S

-~ e ,J . ~

e Accordlng to v1rtua11y everyone s account, the volume of mortgages which

have been cios,d in the program has been a ma jor disapp01ntment:1 At ‘the-incep- -

.~

~

s

tion of the’program, three facts stood out whichz}ed to great' expectations for

the mortgage podl ) ) . ) - -
J ’ . .
(1} The\rate of home ownership in Bedford Stuyvesant.was high. - «
* v A relative to many-other poverty areas and.much of the basic ¢
, , ' - brownstone hous1ng stock was, substantial and worth, saving, ’
s v : (2)¢ The,ex1st1ng brokerage industry had a very-bad reputation, S,
) f'\ , due' to the practice of charging points and financing multiple -

+ mortgages at high interest rates--even\when m9rtgage moneg
was available and :

. ’ ) ' LN
. 1. This is ‘discussed in’the SIP 1V proposal as -follows* N'Results to date
* haye been well below expectations, Instead [of] the $10 milliom annual target
[for loan closings, RFC closed about $5 million’ from the time FHA-approved status S
was achieved until June 30, 1972. Several factors account for this, :
- a. FHA activity in inner city areas has been cut back, significantly in
recent months, following a significant increase in foreclosures in some parts of
_ the country and the exposure of unscrupulous practices on the part of some gpecu-
J lators and FHA personnel, . Further, some lending institutions have. virtﬁally
) . st0pped making FHA-insured loans. ot
b. Continuous %esistance of local real estate brokers. Since inceﬁtion,
- local brokers have'been reluctant to refer cliemts to the Pool, preferring instead
to earn higher points and discounts from private funding or mortgage placement
panies. T "
c. RFC's advertising has not produced the resdlts anticipated Most of
.the advertising dollirs Jwent to the print_ medium, Efforts ‘are being made to change
the advertising by using different media, o -

~

[s]

d. The.andunt of fees generated per loan has been less than vas expected ,
since FHA has now allowed RFC’ to’ earn legal fees " .

Q L 3.

]

/ - 99 ' L
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(3) The willingness of banks to guarantee the purchase of .
fiortgages packaged by RFC would effectivgly eliminate the
¢ previous redlining of much of Bedford St yvesant for mort- \)
gages and homeowners' insurante. .
The demand for purchases (even though RFC tharged no points and provided
relatively low interest rates) was much lower “tian expected. Refinancing became

the major part of RFC s activity Although the proportion has fluctuated, RFC
estimated that about 85 percent of the mortgages closed were refinance loans 1

From July 1973 to July l974,ﬁhowever, 28 of the 46 mortgagEs closed were purchases
rather than refinancing. L ’
e The RFC staff attribute the unexpectedly low demand to the general economic

situation--which has affected home buying elsewhere, opposition to the pool from

the extant brokers--including the legally ques tionable simultaneous closers, FHA
slowness and (more recently) scandals--which resulted in the clOSing of the office
with which RFC customarily dealt. “As-of July 1, 1974, slightly over 900 mertgages
had-been closed with a dollar value o;Q;;SZR>$41\§ million or undér 30-percent of ’

the initial $65 million bank commitment. This rate of activity doe& not provide‘

RFC with sufficient revenues %o support its staff and inhibits RFC in its stated

objective of becoming a full mortgage banking operation T
" 1In its operations, RFC provides initi counsqling, both finangial and legal,

to prospective purchasers or refinancing owne RFC makes the initial assessment

*

- 3
. of the ability of the client to fylfill the mortga Since most mortgages are

P FHA insured, FHA must inspect the property for appraisal\::d required repairs‘and
renovation. RFC uses its line of credit ($1 million) to buy the mortgage. Tﬂey
then hold ‘the mortgage until final sign-off by FHA for insurance and the subsequent

purchase of the mortgage by a bank in the consortium .% R

‘

RFC prg!ides a warehousing service for thetnortgage in the interim and’

receives short-tem funds from the Economic Development Division to finance repairs.

These funds are returned to\tEE*Economic Development Division when the mortgag ’ y
is”sold to a bank: N o~ _ aé? .
Although RFC intends to become a full mortg e banker over time and, there- }

fbre, service loans held, this function is currently performed only during the

interim period after initial closing and bank purchage of the mortgage. ‘Consequently

1. This does not imply that there are no benefits from refinancing. 1In the
SIP 1V proposal, RFC estimated that they had saved owgpers over $1 million on points
and discounts, Tuch of which deve10ped from earlier multiple mortgages. Refinancing,
however, does not increase the rate’'of home ownership, which was a major objective.
of the program. It does provide an alternative, otherwise probably unavailable, '
which may prevent the rate of home ownership frmn declining

’

KX

[ch - . ‘, . ‘ -
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RFC tias not been able to capture this additional source of r'evenue tg date. RFC

does provide, however,, some service for consortium banks by do:Lng investigations

and setting up renegotiated arrangements for some mortgages w’nich get into trouble
after they are purchased by the bank, ) °

?

Milestones and Achievements R ’ \.V' R
o ' Given the factors mentioned above, RFC fell short of itg’ expected milestone
achievements in all ‘categories.

Selected milestone targets" and achievements for

July 1,.1973 to July 1, 1974 are shown in Table 4. : :
. A

\ y ce Table 4 ' g
B *RESTORATION FUNDING CORPORATION - SELECTED MILESTONES AND ACHIEVEMENTS
. - Actual Expected ) \Actual
- Co : ., | 7/1/72 to | 7/1/73 to | 71/1/13 to
\ o Milestone 2F1/73 1/1/174 7/1/74
' L ] " F—
L 1. Number ‘of loans closed: LY . ] '
R R a. Dun.ng the year - Cpe 13 68- 74 46:
L . b. Cumulative , | £ . 869 937-943 915 -
* \ %ﬁllar valde of‘q:‘omrhitments ¢leseds oo afmew T (Y VA
x «a. Total $1,983,800/$3,000,000|$1 {058 57337 = *~
\ b. Cumulative’ - 116,699,164]19,699,164 [17,i757,897 * -
\ 3. Total revenue to RFC after interest expense 30,081 64,000 25,848
4. Total expendifures - 202,328 288,900 185,412
_\ ’ - -~ .

Note: Additional milestones were established for number of applications

processed, number of mortgages seryiced fees earned, interest earned less

interest expense .(loss), gross fees earned on commercial and FHA rehab mortgages,
and fees and interest earned on mortgages. serviced.
L

‘ ToIt is clear from these 'ffigures that RFC would' require a substantial in;rease
‘\ _in the volume of 'a_c.tivity to’ be self- sustaininé’ in terms of revenues generated

from its own act’ivities Over the year, in spite of cohsiderably lower expenditures *
.th~an were anticipated in the milestones, the cost wCMrtgage closéd ;o

based on total expenses excluding interest, has more than doubled ($1,383
' for July 1, 1972 ta July 1, 1973,

to July 1,.1974) .

er close
compared to $3,392 per close for July 1, 191’573
Alternatively stated, if the rate of gross Rees remained the
same as in the milestone peried, the volume of activity would have to moré 'than

t.riple to cover costs out of grgss revenues. Such an activity level, in thé face

of a continuation of high interest rates (RFC mortgages are processéd at the prime -

rate) and serious increases in unemployment in Bedford Stuyvesant, seems highly

un likely. From July 1973 to July 1974 according to RFC's Director, only 850 new )

. mortgages were closed in the.whole of Bedford Stuyvesant. RFC would have to

31 e o
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capture a very high portion of these to break even. Earlier plans for providing

2

-

addltional linkages: to community and FHA .rehabilitation units have not yet materi-
alized. Nor has RFC yet begun full servtcxng of mortgages. Both of these activities
were scheduled to start aftér the beginning of 1975. " ,'

It should be-added that this sltuatlon is one of those where the major factors
affecting the disappointing outcomes appear to be outside the control of the CDC
entity. ;t is possxble that some actions by RFC could increase the activity level,
but this wlll continue, to be an uph111 struggle barrlng a dramatic improvement in
the state of the economy and resclution of prob lemns assocxated with FHA operations
’ in Bedford Stuyvesant . , . '
‘, ) . .
4, ‘ Restoration Development Corporation and Restoration Development

Corporation Gommercial Center

- ” '.
RDC is the major physlcal development arm of the Restoration Corporation.

Its primary function is to plan and lmplement major development in Bedford Stuy-
vesant involving land acquisition and new construction for residential, commercial,
« . or industrial purposes.' The plans for the creation of such a development company‘
N where formulated in 1971. Fermal incorporation, as RDC of Bedford Stuyvesant: Inc.,
. pccurred 1n'December 1972. In pursuit of'lts'ohjecfive of 'mbetring some of -the -

maJor thS1ca1 development. needs of the community, RDC has general responsibility

- . -

for: : : . o
marketability and feasibility studies, preliminary decisions regdrding }
feasibility, land acquisition, design. coordination, construction co- -
. s ordination, financing, leasing and management of each project. I
\ - *‘-,| . .

Over the course of our evaluation,' 5C hae had spécific responsibility for

the development andlimplementation of five finn projects in\housing and commercial

development and three potential development _projects. 'Of these projects, Site 66
(housing plus an Early Childhood Center) and’ a major Commercial Center were
scheduled to be completed during the milestpne period. Site 66 was completed, -
but the Commerc1a1 Center was not.:- Restoratlon Construction Company, in a co-
venture arrangement with a major constructlon firm, catrried out the constructlon
,09:SltEF66. There were some delays and constructlon problems with Site 66 partially
‘ attributable to RCC acting as\gfneral contractor on both the Site 66 project ahd

.

the Commercial Center Pro;ect - ‘ : _
Although RDC and RDC cc are separate eatities formally, there is considerable

staff overlap. During the evaluation period, almost all of RDC's efforts were
concentrated on_ the completlon\of the Commercial Center, the 1argest physical

1. . From Supplementary Infonnatioh - SIP-1IV PrOposa&

1

gRc T B8R
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development project undertaken by Restoration to date.  Restoration's experlence
with the Commercial Center is one of the case studies our evaluation téam con-

ducted of large-scale projects. Since this is discussed in Chapter 5, RDC and

)

RDC-CC will not be further discussed here.

+

5. Restoration Construction Corporation

Th;iBSR Construction Corporation (BSRCC) was organized in October 1967. It
was formerly the Sheffield Managenent Corporation. BSRCC was organized as a 100
percent Restoration-owned foy-profit subsidiary solely for. the purpose of general
contracting. Restoration has'dehonstrated a strong interest in the success of v
BSRCC throughout its existence. . '
This interest springs from a recognition of the relative absence of minorit;
.fimms in the construction industry, as well as from the(desir " of Restoratign e
management to have a subsidiary which can handle Restoration physical development
work in new housing constructiom, renovation and rehabilitation of old housing and
conmercial site construction There have been expre351ons of interest in attracting
outside business (that is, work unrelated to Restoration projects) for the con-
struction company, but to date relatively little such outside work has,been acquired.
(':0 * M ¢ JSince“tts incepttion BSRCC has been involved w1th'pew hops1ng'construotu¥1
«(Site A and S1te 66), renovation work (for Sheffield Rehab111tat1on Corporation),
publlc fac111ty construction (Early Childhood Facility at Site 66) , and comercial
development (Restorat1on Commercial Center) Work for other Restoration subsid-
iarjes has remained central to future prOJections g ®
~ However, the Constructlon Corporationthas not yet established itself as an
organization with 1ndependent prof1t-mak1ng potent1a1 and its current prospects
are not promising. There have been unant1c1pated costs and delays on many jobs,
which have led to reduced outputs in Sheffield Rehabilitation renovations. These
led to the eventualltake-over.of rehabilitation construction work by Shef field
Rehabilitation. Subsequent prdblems 1e‘ to the removal of BSRCC as the general
contractor for the Commercial Center. '

* The kinds of problems experienced With BSRCC in the Commercial Center project
were summarized in a May 1973 report of. Loundat1on advisors. They included: time
delays in doing work, inadequate 1nvest1§ation of subcontractors, inadequate backup
- zdata, and:unrealistic scheduling and materials orderlng.1

)

There has been an effort bf BSRCC to use minority. subcontraétors"on its jobs.
On Site 66, for example, about 29 percent of the construction dollars went to

minority sybcontractors. E1ght of the 22 subcontractors for the housing portion

1. JFrom Technicai Advisor's Report, May 1973,

o . \ . . » -
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of the project were Winority and four of the‘?Z subcontractors on the Early -
Chlldhood Development Fac111ty ‘were minority. ‘

As indicated above, BSRCC's experiefice with subcontractors has not been
entirely good. The Construction Company had to perform work for 14 of the 22
snbcontractors‘on the school portion of Site 66. Of the deficient\subcontractors

~ on the housing portion, four were minority and on the school two were minority
,§ubconc§acc@rs. In addition»to this BSRCC is engaged i litigation with a number

ofs other subcontractors. '

4

Milestones and Achievemgnts
>

" The milestones. wHich were established for BSRCC related entirely to revenues,
costs, profits, and retained earnings. Teble 5 shows the milestones and achiéve-

"ments for the year {u1§ 1, 1973 to July 1, 1974,

. ~ .Table 5

RESTORATION CONSTRUCTION CORPORATION - SELECTED MILESTONES AND ACHIEVEMENTS

. JULY 1, 1973 TO-JULY 1, 1974
L b Co )  Milestone ’ . .
' .+~ Expected Actual
. “‘ — 1 ) -

(T>\Q£g§8/§evegggs - Total 55,285,000 $2,603,845%

Z. Costs ' ‘ . 5,060,000 3,044,145

3. Net Profit (Loss) Lt . ;157,000 ( 440,300)

*Figure is for both RCC and the co-venture partner
Note: Additional milestones were established for: housing portion Site 66
revenues, Early Chi 1dhood Facility revenues, and retained earnings (deficit).

As can be seen from the table, the construction activities have fallen far short
of eﬁpectations/forvthe period. Nor'does tne'asset and 'liability picture look
better than the above figures. As of June 30, 1974 BSRCC had current assets of
$436,759 against current liabillties of $637,594. °‘The co-venture partner had
assets_of $515, 659 as agalnst $659,069 in liabilitles The comblned retained

earnings deficit of the two companies as of June 30, 1974 was $4963745. .

L4 -
-

Future Prospects

. .g'
\Obviously, the current situation for BSRCC is not prémising. As of late

July, 1974, the manager indicated the possibility of a join@*ﬁenture with another
construction corporation for construction 0f\a11 or part of two’major housing
projects on RDC's drawing board. As far as we know, Sheffield Rehabilitation '
does not intend to use BSRCC for additional rehabilitation work. "BSRCC's-manager
indicated some considerable scaling-down of' expectations for the Construction

4.
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3., 4
Corporation-—no current plans for out51de work co-venture arrangements on large
W% jobs, and handling fewer jobs at any. one time: These scaled-down expestations

seem more realvstic t?an the earlier prOJections, particularly in an 1ndustry as

hard hit by 1nf1at10n and recession as is the cohstruction industry. Thete is | .

little doubt that “the experiences of BSRCC stafﬁ‘over the evaluation period .

— .

have led to learning some of the major pitfalls in construction work. : Turning

BSRCC into a profit-making subsidiary will take some mo_Eé time, however.

s

- . 11 N |
B. Econ0m1c Development Division ) Ny

/' -

The Economic Development DiViSion, the.ivcond maJor component of, the Restpr-"

.ation Corporation, provides loans and equ1ty funds, for businesses ‘operating in

Bedford-Stuyvesant. The emphasis is on local companies. The division, also,.
provides management and technical assistance to companies in the area, primarily
to companies in the. loan and equity portfolio of the division. Prior to the recent N
reorganization, the economic development group worked with the D & S staft in Y,

attempting to bring in out31de business, The effort to attract outside business

A

has not proven to be very successful but attracting new industries or expansiom

of existing industries continués to be an objective along with the loan and equity
S <

1

strategy for local .businesses, EDD staff point, for example, to successful -

efforts to prevent existing bu31nesses from relocating, juch as the Dailz News.

The program haskmade use of training credits to4portfolio companies The - ~
training credit arrangement allowg‘bu51nesses who ‘conduct training to reduce their
outstanding loan Walances to the Economic Development Division. The strategy of
providing training credits to.portfplio companies was being reviewed by.both the
Manpower Program and the Economic Deyelopment‘Division during ourvevaluation. At
issue is whether or not, given the range of normally expected problems in new ‘
businesses, they can also be expected to carry out traiging without adversely
affecting theiv’performance. ) ’ {' .

The' strategies employed by the Economic Development Div131on to encourage

.

-

~-business development and success in Bedford Stuyvesant are:

« (D) loans, both long-term and, working capital;
(2) - training credits; - . ,
(3) purchase of equity; ' .
(4) provision of management services and “technical assistance° and
"with a lower priority currently, . .
{(5) attracting ‘new outside 1ndustries and a331sting expan810n

(6) . assistance to relocating firms and -
(7) construction and rehabilitation of industrial facilities.

1. See Report to the Congress by .the Comptroller General of the United .= .
States, Economic Development Programs in Bedford-Stuyvesant, Brooklyn, New York .
Under The Special Impact Program, Office of Economic Opportunity, B130515, U.S,
Q jeneral Accounting Office, Waghington, D.C., August 20, 1973, p. 20. K -
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,MilestJ;es and Achievements1 .
‘ ,During the vear for which performance was evaluated, the Economic
Development Division made fewer loans tgan had been anticipatéd when milestones

- were set. It was expectéa that most of the funds available for loans phd equity
positions as of July 1, 1973 (approximagely $3.5 'million) would be éommicced by
the end of the\year. One million dollars had been reserved for a cable television
franchise, These funds have now been reallocéted for housing réhabiliCation,
primarily as equity funds.. It appears thét'thevbulﬁ of the lénding activity of -
cheADiviéioh is being tied in closely with the Commercial Center. The divisidn
has package@ eightagn deals relating to the Commercial Center which were to be ‘

' finalized during the.last half 02/4974. These packages would commit $668,200

in loans and $925,000 in equity funds. ) ) ,6 ‘ I

The federal funds utilized in the past have been leveraged by participation ‘
of the ;wnzzs and other non-federal sources. Over the period of this evaluation, -

the overall leveragé “obtained has declineq about 3 percent as a result of more

extensive use_of federal funds relative to other funds in construction.and equity

investments. . T X

It was anticipated that 22 to 26 new companies would receive loans between

July 1, 1923 and July 1, 1974, This target was not reached, although additional

. loalgs_ware made_to companies (predominantly construction loans) alre dy:in ‘the
portfolio. N S . ' "’,-' ’ }' ' .

. Thirty-one of the 89 cbOmpanies which‘had received loans had become in-
active as of July 1, 1974. Most of the loans to inactive cpmpanies were made
prior to 1971; %ndiéating improved selection of more gecentgloay recipients. }
Loans of slightly over $1.8 million'were disbursed to indctiive’ companies. This
is 35 percenE'of total funds digbursed up cb July 1, 1974.211 Funds recovered
jfrom these 1hactive.companiés have been $385,000 (about 20 perc?nt of thelgmounﬁ
disbursed to them).

No additional companies have become inactive over the period of this eval-

vation. Howevkr, the companies in Economic Development Division's portfolio show

1. The following discussion refers to milestones and accomplishments a s
shown in Table 7. ’ . ’

2, This’is‘grslightly higher loss rate than that experienced by 32 SIP
.grantees, including Restoration, as reported by the Abt Associates in 1973. They
report a loss rate of 33 percent compared to Restoration's 35 percent (An Evalua-
tion of the Special Impact Program: Final Report, Volume 2: Analysis of Program
Performance, Abt Associates) -Inc.,. Cambridge, Magsachusetts, 1973, p. 150).
Restoration'management, however, feels that this loss rate is not excessive for
high-risk lenders. - S I

b
- H « T \
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signs of e#periencing difficulty, reflecting che generai decline in business pros-
pects nationally. De11nquenc1es on active loans have mounted during the past year . .
as shown in Table 7. However, the number of active companies has increased by

four, from 48 to 52 companies, and the number currently profitable has increased

by seven, from 42 tompanies to 49, over the evaluation period,

Payments to the Economic Development Division con31st of payments on prin-

_cipal (in cash or training credits) and interest. Early loans were 1nterest free,

but more recent loans have carried.interest changes. Rates charged are below-
narket rates, but serve to}éelp motivate bprrowers to recognize their obligations )
for repayment. The effects of this change in policy are reflected in the trends

of interest pa&ments on outstandipg loans. Table 6 shows interest paid to date

as percentages of disbursements. To date, principal repaymentg have totalled
$1,270, 507 on $4.9 million in loan disbursements. About $483, §~B of this has been
in tra1n1ng credits. Training credits are about half the size of total cash B

principal’ recovered, $787,221, from both active and inact1ve~compan1es. Iin the

case of fully‘péid loans, on the other hand, cash recovery of principal was 90

‘percent of the total principal recovered. As of July 1, 1974, there had been
s .

returned $427,423 as opposed to only $166,397 worth of fully paid loans as of
July 1, 1973. During fiscal year 1974, the year coinciding with this evaluation
period, cash principal repayments were,$é63,835 while repayments by training
credits were 345»782

L L% , ‘ a8 - - - . > "_"’ - hd - o s '-/‘x.‘v'---.'. ‘.
. Table 6 ) — ‘
INTEREST PAID AS PERCENTAGE OF DISBURSEMENIS, AS OF JULY 1, 1974 . -, /T
(1) Interest |.(2) Disbursements | (1) -¥ (2) o
‘Inactive companies $ 9,717 $1,805,439 0.54%
Loans paid in full 10,555 | 477,204 - 2.21 .
Active companies 94,896 B ~~2,624,969 . 3.62 ,
. Total . $115,168 , | - $4,907,612 2.34%
T = - -
1. Training Credits S ' "

The training credit arrangement provides a useful example of the complex R
benefits and costs associated with CDC programs. Training credits are paid to EDD's
loan recipients for providing training Payments are billed as training is provided
Thesg credits are applied to the outstanding obligations to EDD of the company which
provides the training. As of July 1, 1974 training credits of $483,285 h;d been
provided. Additional jredits of about $66,000 have been booked in July and”Augdst

of 1974,

N N
> e £

-«
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Table 7

[\

ECONOMIC DEVELOPMENT DIVISION - SELECTED MILESTON?? AND ACHIEVEMENTS Cl

S -

Milestones

. Actﬁal

Expected

Actual’

As of.
7/1/73

During
the ‘year,
1/1/72 to

7/1/173

&s of
7/1/74

During
the year,
7/1/73 to

7/1/74

As’n%
7/1/74

During
thé year,
7/1/73 to

7/1/14

1. Leverage (ratio”of
~nou-federal funds to
- federal funds dis-
" bursed)

2. Companies ever
receiving, loans
a. Number of loans
b. Federal funds

disburked (S$m)

c. Active companies.
d. Currently profit-
e éblq' .

:3.. Loss ratios:
Amount disbursed tow
o inactive dompanies
divided by total
-disbursement

4, Delinquencies on
active loans:
Percent ofN\ctive
companies, deNn ent
more than 60: days

1.005

89
128 -

$4.641
58

44
35%

26%

. o
-

111-115
150-155

$5.8
86-93

70-717

33-36%

*

507, or
}ess

-

.975

. 89

140

$5.223
62

49

35%

61%

»

*

i
»

Note; Additional milestones were established for: . federal, funds available (loén
and equity funds), federal funds committed, companies receiving other loans,
active companies, and currently profitable companies, amount of loans to inactive

companies (committed).

]
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For those provided/aith jobs and training, the program is cﬂear&y bene-~
ficial.- For the company, the relationship between b&nefits and costs is more ) .
complicated. On one side, training credits Peduce the outstanding obligaticn.
In some cases, this results in a very large offset to the initial botrowingf. For

! / -
ythree companies, training credits constituted 98-100 percent of the initial obli-

gation, On the other hand, these companies may well be experiencing the normal

problems associated with operating a new business nlus the additional problem of

training people. ‘ . P , '.-d
The other ma jor complicatlon is that the Economic Development Dlnglon does

not receive the funds from training ‘credits for recycling_as new loans or equity

innestments. Although the operation of the system may keep Some companies afloat o~

(Restoration Construction Company, for exmnple, has earned or booked training

credits of over $54,000 in.the§valuation year on an initial equ1ty investment of \

$155 000), the EDD requires additional usable revenues for reinvestment. Not

exce

surp isingly, therefore, they have argued against training‘credit contracts,
. . Y . o
t in thbse cases where the company can clearly afford the additional costs

of pﬁdVIdlng training while remaining profitable. ' . ’

»

| Loan Packaging and Technical Assistance .

\It is the long-run intent of BSR and the Economic Development Division for
the division to be self-sustaining from- its own revenugs. One means of increas—
ing EDD s revenues is to charge fees for the management and technica
providad by. the, lelsyaﬁ’fg local cpmpanies as well as por%foliorc

A

che time milestones were set, EDP' antic1pated prov1ding technic

assistance

panies. At ..
assistance to .
$12, 000. As of

July~l; 1974, these expectations Bad not been realized. Althg{gh/fcur companies

40 local }ndustrial companies and eatn;ng fees of approximate

refeived assistance, no fees were earned. EDD continues to prov1de management
assistance on a regular basis for portfolio companies, having done so for 3?
companies compared to a projection of 43. 1In the first half of 1974, EDD assisted
27 companies and devoted over 3,000 man-hours\to this activity EDD did not.aenive
fees, from this activity P “" ) /// )‘

EDD also develops loan packages for a variety of ventures, aning the periad
January 1, 1974 to July 1, 1974, 48 loan applications were receiggé 7. were packaged
and 6 forwarded to the'EDD Loan Divisio

In general, there has been some S:E}tfall in reaching milestone nrojections
by EDD  Some of this is attributable to the generai decling in business prosp

and_some of it is due to delays in the start-up of the ¢ ercial Center. However,




during the period Qf :
developing sophisticated data sets on Bedﬁord Stuyvesant which will help in future
. planning .Estimates have been made by EDD of expedted growth.patterns by detailed
+ typestof businesses .and the data have been analyzed to 5etermine those a;tivities
v (which are 11ke1y to be in shortesd\suggly These planning ef forts should enfble
EDP to target both lgans and equity interests in activities with an increasing

. i P S
prqspecjof success. \ - . - _ i .
, . N2 ;o
) 3., Cgsts and Revenues - - N .
e ké 1nd1cated~above, the long-run intent ts for EDD torbé a sélf- Sustaining
[4
" entity, coVering its costs from revehues generated from its lending Operations .

and fees for managerial and technical \3ssistance. Most of the révenues currently

generated‘by the Economic Development Division are in the form of principal repay-

<

bt

ments, wh1ch become recycled ﬁunds, and interest. 1In the period July 1 1973 to
(
Juli 1 1974, the division received cash repayments of $263, 835 on loﬂa_disburse-

ments of $5.2, million. Interest paymentsxof $69, 162 were received during-that g

same pexniod. t - S ) } g

L
- The costs incurred over the period (exclusive of a share of central adminis- .

.

tration costs) to operate the division, according to the combined statement, were
about $420,000. Equivalent costs for the previous fiscal year were $519 527 The
\hkq ‘ma jor source of'the reduced cost\in the evaluation period appears to be a reduction

'

.o of about $100, 000 in staff costs. co S f
. At the ‘current rate of interest payments on the average-butstanding lqan '
////‘/ balance, . EDD would need ‘to increase the outstanding loans- by abeut ten times {
to phy operating costs of around $400,000 out of interest receipts. Outstanding
“loan balances over the current year -averaged a little over, $2.3 milljorh EDD hgs
char:z@//however a higher interest ‘rate on its more-recent loans so the above
estimate exaggerates ‘the loan funds needed to pay ope afing costs from interesb
revenues.?> An effective interest rate of 17.4 percent on outStanding loan balances
,of $2.3 million would be requiréd toprodace $400,000 in revenue, as compared to

the’ current effective rate of about 1.8 ‘percent., ", . “ 7,
- - I
/ ’ AL
"o+ 4. Future Plams

~

EDD devoted considerable time to analyzing the economic base of Bedford Stuy-
T _vesant during fiscaI year 1974. The data developed and the assessment by “EDD of

)
% *its implications for business development are significant and should, lead to an . ,

] 1. The interest figure shown is from the EDD quarterly reports. The un- ~
audited combined statement shows interest receipts of $80,756. ’ )

T 2. As indicated earlier, EDD also plans to supplement interest revenue with ’
fee revenue but this latter has not prgnided significant amounts to date,

~ o : S
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improved ability to achieve priority objectives successfully by better targeting

oFactivities'- The priorlty objectives for EDD are described in their new five-
~

. yea:\pia\. The prime priority is return on investment the second pr10r1ty is to

L provide 1ncentxves\and ass1stance to tenants in the Commerc1a1 Center, particularly
local tenants. A th1rd priority is to become 1nvolved in businessas that meet
communlty needs . . . ©s T

a }f. -/ The anaf;s1s mentioned earlier has led to the development of two major

Vo W .

strategies for business development .As gtated in the f1ve year plan-

"With: respect to Bu51nes% Development,. two key strategiles have \
R | evolved: . . ‘ :
. (i) 'To assist or create businesses for which there rs a
. local market demand, e .= .
(ii) To assist, create, acquirge -or joint venture in ‘busi-’
nesses within an- industrﬁpwhich may not show a trend,
. but one which is stable, and requires sma1i~cap1talizatlon {

L These plans and strategies reflect several positive aSpects of the” operation
of EDD. AJthough ‘there have been problems, EDD has both learned from them and
responded with new ideas. The strategies contémplated make use of potentidl
complementafities with other Pestorationwprograms. The shift of emphasi ’
ownership, through.acquisition and eduity positions,‘should allow EDD Afo actively

" affect management and Restoration to develop an improved asset position in the

. future, assuming a continuéd search for viable entities serv1ng a real demand.

/ , ’ N

. C. Non-Profit Community Programs Division ) : °

In the April 1974 reorganization, a new division of Non-Profit Community
Programs was created .The division 1ncludes two ma jor program act1v1t1es, the

Area Development Program and the Comprehen51ve Manpower Program, The divisien

. v .

s

oo 1. . research, b ‘ . T L st R
N > 2. planning and evaluatior’, - . o
: 3. government/ CDC relatidns ’ s ‘
4, fund-raising activities, and . ' .
! . © 5. public 1nfo&mation. .

. The Cohstruction Worker Training Program is treated as a component of the

¢

Comprehens1ve Manpower Program. Cbmponents of the Area Deve lopment Program are:

.
@

“also.includes a var1ety of anc111ary serv1ces. These are' ’ ‘ :

. " . :
1.-‘ five neighborhoed centers, - “
' % 2, Home Improvement Program, . ~ '
X 3. Blflie Holiday Theatre, ‘4 ) .
. . ' 4. Day Care Program, and e e T
oo 5. * the propbsed Health.Center. - . o v

a . In this section, Area Development Comprehehsive Manpower, and Ancillaty

Services %ill bewdisgossed 1n turn. ?

A
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B

. - (4) to analyze community needs for social services, and -, . .

N\

N and organizers and operated two community planning offices A sutvey of community :

.

" * was undertaken as well as the Neighborhodd Improvement program. In the period o
Ce 1mmed1ately prior\to\our evaluation study ; Area Publlo Services (éssentially the "
\\ ' planning and development function of' Area Development) qpntinued to establish and o

1. i Area Development and Neighborhood Centers

1

The Area Development Program is an imiprtant?component of the not-for- profit
division of the Restoration Corporation. Thi’s program has been an integral,part o

of Restoration's programming from inception. The major responsibilities of the ‘
program aYye: : ’ . o
. - PR
(1) + to provide mutual feedback bétween Restoration and community T e . /
oL residents, . ’
(2) to relate community residents to:available publlC serV1ces,
- (3 to «directly provide, e;ther alone or with the cooperation of
other institutions, pub11c services,

<
e

‘ (5) to develop and implement longer range programs to reduce
. these néeds. ' -

Operationally, these responsibilities arel performed through a central staff~and

the staf fs ofufive nglghborhood centers. R o ‘ i

o

The programs with which Area Develoiment has been 1nvolved,are both extensive

and varied. During its“Earlies£ yéars, Ayea Development trained community planners

~
. residents was conducted,,also, to better identify community needs and concerns.

n the subsequent period, stud1es of health welfare, education% cultural affairs,

~

housdng, sanitation, and youth development were conducted and priority programs

_established fo each area of concern. During this period, the'Ex-Offender Program «

then 1mplement the Ex-Of der Program and helped develop the Billie Holiday Theatre

project. They also worked o the development of day care centéns, the &enant ARid

program, ‘a local sanitation company, a-program for seniop citizens, ana axhealth

~

center. : o . " L J P .
‘'The Ex~-Offender Progrém was started but funding was not renewed after the
f st year, in-part because of difficulty in achiev1ng cmmnunity agreement on a. .

‘ pro osed 51te. ‘The Billie Holiday Theatre is operational < Thé ‘dayg care program r'\\\

2

has ot yet been implemented due to a fundin&moratorium One day care .
cente foundered\on\problems in the community associated withsthe site and struc-
tureaof the propZEEH center, The pr vate ganitation compan§ has not materialized
in considerable part due to 1ack of support from city and union officials + The
Health Center is not yet_ in being, nor is the Senior Citizens Center. Tenant
been established in the Nostradd AVEnue Center as a marketing arm of

4
o the co-op con ersion program. Miiestones were ngt established for these programs,_

-~y

, . . 4;2 ',.; ’o'o R
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. howeyer, they are noted here since better outcomes on these programs had been )
(‘ IS
. - &) - N (o]
 sought by Area Development - :
e N o] ’ v

The Nelghborhood Center programs, for wh1ch mllestones vere establiphed
! have remalned cperatlonal Thete are five centers, eagh with a Spec1al function™
. 1n add1t10n to general responS1bllity for dealing w1th the full range of serv1ce
"~ or 1n£ormab1on,requ:sts\gf peOplg/“ho contact them. .Functlonal respon51bility ‘
for health and welfare is a331gned to "Center. 1, youth development to Center 2

cultural affairs and educatign "to.Center 3, housding and sanitatron to Center 4,

~ o~ P - ]

and Hlspanrc-Amerlcan affalxs to GCenter 5. ’ ' ‘ =
- :’a _.t- - ] . R .
2 Establishing mil tones for social programs, such as those of Area Develop- ° a
v + N .

!
Mllestones and Achievements" N N
ment,'presents greater problems than'for many econemic and physical” development

progYtams. Nevertheless, we jointly identified acti
' " tive statements for each actiyity with Area Development

2
. representative quant1tat1ve milestones were agreed on.

which thebcomnunlty attaches—to the service. Rather, the mllestone
activlty targets over which the staff has some‘control. Tabl® 8 provides

selected,set of milestones For various activities. -

-

The center programs appear to be reasonably well structured, recognized‘in, 3.
and credLble to the communlty . The costs associated with maintalnlng the ce\ters
démonstrate a substantlal willlngness\on the part of Restoration to maintain a

communlty presence. ~ . - .

Gutput levels-on milestone targets are mixed, with some increases and some

decreases in leveLs. The ,center program seems to be working more effectively
. than new program develqpment, given ‘the” failure to have the Ex-Offender Program .
renewed or a permanent site accepted, the postponement (at least) of the day care . .

‘program and creation;of a sanitation company, and the further delays in getting
v a health center started s, " . e o . oot G !
' i - wa’ R " R ., K . . .

2, Comprehensqve Manpower and Constructlon Worﬁer Trainihg Programs

'Recent surveys of ‘urban poverty areas,” includ&ng Bedford Stuyvesant,1 high; .0

i .

light the 1mpartance’of both 30b creation and job placement f6r Bedford Stquesant

residents. The Econdnic DeVelopment'Division ha§ primary responsibility ﬁpr-the.‘ .
- L‘
former 6bjective. The Comprebensive Manpbwer Program and the Construction,Worker B
H . Iiil See AREA TBENDS in: Employmerit and unemployment, July 1974 and March 1975, . i,
2.U.8. Depmrtment of Labor, Manpower Administratioh Washingtoh D.C. * ..

. .
. . . T
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! ' < Table 8 _ .
_ AREA DEVELOPMENT AND NEIGHBORHOOD CENTERS - SELECTED MILESTONES AND ACHIEVEMENTS

: ) Expected’ Actual
Actual | 7/1/73 to} 7/1/73 to

Milestone ' | 7/173 |2 7/1/74 7/1/74
g ' =
Health N : ) L
1. Health Fairs conducted - 11 10 | 2
2. Health Screenings provided ) ) g .
a. Hearing ) , . > 552 200 |- 1,002
Social Services : o
1. Referrals to welfare“agencies ‘ *550 ©900° .. 395

2. Senior Citizens Assistance 238 .400 . 248 «

~ i
Youth Development

1. Trips : . , ..
a. Number of trips ¥ CN 23. 25 67
' b. Numbér of participants - .- \\\\\ . 4,706, 4,000 4, 297:
2. Clubs and youth{groups . K
a. Number of groups , S , 78 . 100 101
b. Number of participants . 1,180 {. 5,000 |_ 6,413
Cultural Affairs and Edu\atioﬁ ' . N B
1. Art exhibits ; 38 © 30 LA

Education
1. Scholarghips |, - o ) : .28 ¢ 30 8 °

2. Participation in classes e S, BE ) ¢
a. Sredit education - T ) 24 30 9
b. Typing i 15 15 15
c. High'School Equrvalency 38 T 7200, b - 238 -
d. Bookkeeping . *os10.4 - Y 10 . 69
Housing and Sanitation | ‘ d Y A
1. Hoysing complaintsiprocessgd o 4,279 5,000 4,420
2, Housing referral assistance . 1,426 |- 2,000 1,468 -

\ Contact Between Community and Restoration

1: Interaction with organizations and block-* . | | . .
tenant associations . o e 160 .. 200 878,
~2 Participation in‘other community meetings 290 300 Les 1,031
Note: Aaditional milestoneg. were established for heaith screenings provided
for VlSltatiOn, Sickie Cell Anemia, lead poisoning, other and re£errals Youth -
Development, number of athletic events and estiumted attendance, enrolimentain
Neighborhood ‘Youth Corps; Cultural 'Affairs and Educacion, workshop participation
‘in modeling/good ‘grooming, dance, drama, music, photography, sculpture, Prum and
Bugle Corps participdeion; Education:, school admidsions, tutorial programs; Housing
and Sanitation, housing cooperatives, number of buildings in process and number of .
buildings witht;;operatives established, reported abandonments " of automobiles and

-

Buildings; Contact Between Community and Restoration, distribution of O ach'.
Literature,.participation in general meetings related to community ac(\y ies, and

‘coordinating activities with other organizations. . “
< i

- . v e
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Trertning Pngram have responsibility for the latter objective, These three

programs (as well as Regtoration Consfructronrﬁorporation) come together in N -

connéction with the Training Credit portion of’the manpower program.

-7 . . The purpose of the Comprehensiye Manpower Program is to place residents of -. ,/

thencommunity in public and private jobs as a snpplement to other manpower and

' _ training programs in the area. ~Comprehensive Manpover does not:normally provide_
training; rather it is a recruiting, processing, and.placement service. Some
counselling is provided as well as follow-up services., Follow-up services include

1
questionnaires to employees and employers, as well as employer site visits. Appli-
~ : 5
“\\\\fﬁfgf;;z;i\referred to both JObS and training programs carried out by others. The |
. L
train

;

credit component provides Comprehensive ManpoWer with funds tQW\? used
T~

as crédits agaiﬂs\\loans compahies have received from the Economic Development ’
D1v1S10n in return for\th\\company providing on-the- JOb training to trainees re- l
ferred tq the employer by the manpower_program.’ The Construction WOrker Training
Progranrzz-de51gned ‘to insure on-the-job tra1n1ng in all of the maJor construction' ‘

.- trades by contractors and subcontractors oﬁ constrJ%tion and rehabilitation work

| sponsored by Restoration In this program there are provisions, also, for training

payments to contractors iand subcontractors for on-the-job training provided. The X

B CWT‘program however, has not yet been effectively 1mplemented This is due, in .

) considerable part, to construction union opposition and difficulties in relatlng ’

';.ﬁo other citydwide ant1-discr1m1nation efforts in the construction industry.

. . l fliilestbnes were estaRlished for most of the Comprehensive Manpower Program s )

activities, except the computerized Manpower Information- System which contains

1nfonmatxon on the persons who come into the program and their status, However,

&
enteringntﬁe program. This information can be used by counselors in'attempting ’

to make good employer-employee matches. although the system itself does not have
¢ [y N

© £“a_job-people matching capability. =~ - ‘ oo 1" « . . .
.job-p

> o

The Comprehensive Manpower Program operates by 1ink1ng prOSpective;mhployees
to JOb training ‘slots 1dentified by employers. 'This is accomplished by developing

information on personal characteristies and work experience of applicants ‘at intake

14

" and \ECempting to‘find matches between applicants and employer requisitions. Most¢»

s

emphasis is on the successful processing of prOSpective employees .o £
. However an attemp s made by the program to idencify both suitable training .o
programs and potential b sources.

the system is a useful means of developing and maintaining informa&ion on,persons !.
A positive aspect of the, €0mprehen§ive Manpg;er Program is. its explicit .

'arecognitioh of the importance of jobs in a manpower program. Although it,may seem

) "

. .
. . .
- B - ‘ ! i ) - ! v
. . . o
T - S 5 . N
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|
\somewhat .self-evident that JObS are important, recent studies have shown that

wthe placement of a trainee la a job explains a far larger portion of the outcome

-

of training programs than the type of program or type of training provided. The

success or failure of the approach used by Restoration, therefore, rests criti-

‘cally on the jobs available. ..

Survey data show that unemployment and sub- -employment are high in Bedford
. .

- € .
Stuyvesant. RelatiVely few new JObS are being-created. An important component

of the program, therefore, is to, solicit access to new job poss1bilities This

2
'

has been done-in three ways: . ¢ i . e %$§
. (1) standing announcements .with emplayers about the placement. .
’ program, * F A
(2) surveying prospective employers in the comnunity and in the : w

broader metropolitan area to solicit joint planning and
employer requisitions, and :
3) the tté’?ing credit program linking employers receiving
- Economic Development Division support to training commitments.
Most open slots, in the recent past, have come from employer requisitions

. Not surprisingly, as the job market \has loose ed for employers, the structure of

L4
such requisitions has shifted .in the direction of’higher skiIls. 1In the earlier .
years of the program, lower skills were being requested with a-sizable portion of
entry level jobs. At "the same time, a higher portion‘of potential employee intake

v
is low skilled.

Milestones and Achievements .

The performance of the manpower program from July l‘\l973 to June 30, 1974
has been mixed. Much of the difficulty can be traced to the twin obstacles posed
by the national recess10n (declining numbers of jobs and increasing numbers of
unemplqyed and SUbemployed to be placed), rather than the specific actions of mdn-
po.er.staff Table 9 shows the ma jor milestones and the 1&jel of their achievement.

nAs can be seen from the table,~no Qne was placéd under the Construction Worker
Training Program either during the preceding or the evaluatidn year.

.o The overal}l. performance recordxnay be atbributed to a number of factors.
Intake exceeded expectations 4s more people became unemployed _'Employer requests -

fell off, resnlting in a lower placanent rate than ir the ‘previous year and con-

‘ siderably lower than anticipated in the milestones. 'Pro;ected rates of referral .

~reLative to intake (66 percent) were unrealisticallyfhigh relative to both past

experience and the job market. A referral rate was ‘achieved that was higher than -

the previous year (35 percent to 28 percent), but not high enougﬁ <to reach the
projected levels. eout T e

3
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* ) Table 9

COMPREHENSIVE MANPOWER AND CONSTRUCTION WORKER TRAINING PROGRAMS -
SELECTED MILESTONES AND ACHIEVEMENTS

¢ ' * Actual ) Expected Actual , s
During |- During During crouS
the year, . the year, the year, -
k As of |7/1/72 to | As of |7/1/73 to| As of |7/1/73 to
Milestones {7/1/73 1 *1/1/73 7/1/174 /174 | 7/1/74 1/1/174 .
= . — * [ ¥ ]
‘Comprehensive Manpower . -
and Construction Worker ” —
Training Programs .
1. Number of people - ! -
processed through ' . .
intake - . 3,108 |, 3,000 | - 5,306
2. Number of employer -t ' .
requests received : 1,145 1,667 . 1,033
. 3. Number of p ofppié*\ . - . . )
referréd to' p rospecw . ' ’ ’
tive emplayers \ 1 ¢ 1,421 2,000 47.1,869
4. Number of people 1 - : .
placed N e 4 4,600 602 5,600f - 1,000 5,258 {. 658 R
5. Cost per placement ‘ $400 | . $237 ' $316 .
Training Credit Program s i
6. Number of companies . s -
in payment credits - e ) ce .,
-program o 18| 2 23 «5 .o 22 4
7. Number of training . o -
slots hired 348 65 416 68 . 369 . 21
8. Credits earned by ' '
employers through . )
program 263,055 60,207 | 326,023 62,969 | 310,615} 47,560 .

Note: Additional milestongs were established for: number of trainees placed
through the Construction Worker Training Program and number of training slots
authorized in the Training Credit Program

» o t

The cost per placement experienced during July 1973 .to July 1974 is less than the
previous ykar, although significantly higher than the milestone figure df $237 per‘
placement If the expenditures made for the Construction Worker Training Program,
_which resulted in no- placements, are. added to those for the Comprehensive Manpower

Program, cost per placement is raised from $316 to $362,

Future Prospects

v

“The future prospects for this program and for reducing the cost of placing
people in full-time jobs over the near term are not bright this type of program
is especially hard hit’ gx a job market“which is as weak generally as“the current

s ’
"

\ 4

Lo,
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market. More aggressive solicitation of employer requisitions might help somewhat,

but should not be expected to solve_the problem. Not only are requisitions unlikely

to increasd sharply, but the requisittons received are likely to be somewhat poorly
matched with the intake in terms;of skill levels. It is clear that there is great
need for additional job possibilities.for/residents of Bedford Stuyvesant. The
Comprehensive Manpower Program showed an early recognition of the importance ‘of '
a suitable match in an ongoing job--well ahead of a similar recognition in other

programs Unfortunately, such a program works far better when employers are- com-
Pt
peting for scarce employees than when the situation is turned around. '

e . ' . .

3. Ancilrary Services

PO

~ s

~

We did not establish mileétones for the units of the Non-profit Community
Programs DivisLoR\which we have labelled ancillary services. These include:
planning and evalyation, government/CDG relations, fund-raising, public informa-

tion, and research. ‘They will not be discussed extensively here. Lea feyw comments,

- . ¢ .

however, are in order. . .
It has been a great strength of Restoration that 1t has consistently main- -

tained an effective working relationship with most governmental organizations
affecting its operations. Such a situation does not happen accidentalry and
deserves, therefore, a strong plus for Restoration ,and its managers Similarly,
Restoration has consistently had'b strong public image outside of ‘Bedford Stuyvesant
.Our own impression 4is- that this is due }not only to the scale of Restoration's
activ1ties but also to the.WOrk of its public information office.

. The research and planning and evaluation functions are'ﬁuplicated in neither
of ‘the other twg, CDCs. we have been study1ng There ‘appears to be a useful inter-
action between program staffs (e.g. 3 .the, Economic Development D1vision) and the

developing research The: detailed examination and patient development of primary

data on Bedford Stuyvesant carried out by prograim and researeh staffs 1is an asset

-

of considerable magnitude to Restoration and should be seriously considered by T <,

~

other CDCs. , .

v . v
1. Planning and evaluation, fund-raising, government/CDC relations, - .and
public information are, however, important parts of a developed resourcenmobiliza-

tion function and would be more extensively examined in future research.

‘e
/ . B
[
. »
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CHAPTER ‘3 : o
a * a ) “ . -

: THE WOODLAWN ORGANIZATION -
~ WOODLAWN COMMUNITY DEVELOPMENT CORPORATION )

1]

Introduction )
In this chapter we examine the activities and performance of The Woo‘éfwn

Organization (TWO) and its urban development arm, The Woodlawn Community DeVelop-
ment Corporation (WCDC) These two components‘of. the present structure of the

Woodlawn program represent both the oldest ofganization still actively functioning
(TWO) and the most recently established org;tizational entity" (WCDC) participating
in this evaluation study The.origins and evolution of the communitf’development - .
effort in Woodlawn, from the formation and development of TWO to the current dual
organization saructure with most functions qonducted by WCDC, represent the most
dramatic changes among the three CDCs studied. Howevery the strength of the . A

original commanity base continues to exert 1nfluence on the new organizational

'stnucture. e a L . ) 3 s

The WOodlawn Organization was formed in 1960‘by a federation of some ‘100
communiuy groups in order to. consolidate their community protest ‘agtions on 1ssues
of relevance to Woodlawn. At this time, the physical, economic, and social health
of Woodlawn was rapidly waning. As conditions w rsened the exodus of “families )
and husinesses accelerated: between 1960 and 1970, the population of Woodlawn L
dropped from,over 60,000 to 36,500. In this increasingly poor environment, TWO's .
member organizations--block clubs, church groups, welfare unions. tenant associa-
tions--united in their opposition to the actions or inactions of established
institutions in several areas of concern housing, schools, employment, health

'servrces, and consumer protectiunﬁ for eXample; A erucial test of WO "'s capapity eSS
h‘}r 4 ' .

'-ﬁnvvu,to proteetcthé interests bf its community arose when,the!]niversity of Chicago ..143. .
3 attempted to eXQand its campus Lntowthe Wbodlawn 8rea under the Urbaq RenewaL

‘o

p,rogtam TWO succeaafully prevented this action, primatily by mobilizing the ‘
'{9Upport ‘o ché people of WQodlawn to participate ih maax.demthtratiohs in oppo- ff_,'h-‘
"sition.’ This, “in” tutne strengthened -TWO' s negotiating'posit{on with the Gity of - -

Chicago and the University of Chicago, -~ ,* ° AL @ - " . YW

.
<

With its credibility in the community as well as with external inssitutions ]
enhanced, TWO began to expand its scope of action dn 1964 to encompess programa,

. D
N ’ ‘ .
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. tion s contributiqn‘(ahlocated two—thirds CQ WCDC, one third to TWO) N

< * . )
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initially in the area of manpower training. This devel0pment marked the firstf
endeavor'undertaken by TWO with the support of external funds. Throughout the :
rest of the 1960's, a,period when federal categorical grant programs flourished

TWO actively engaged in mobilizlng resources for a variety of aﬂditional substan-

t1ve projects: ‘housing development for low income families, a shopping plaza, .

-

a supermarket, a health center, and other actlvitles were either in planning or

underway During these years, ™O's roots in. the community were strengthened‘
in’ party through cpntinuation of community organization act1v1t1es, social protest

actions, clea ~up campaigns ané ant1 -slum drives More 1mportantly, elected

represenf Lves ofamembership organlzations, and in some cases,,the entine body

of memb, rs,’ were actively.involVed 1n the planning of new’ act1v1ties and. the rev1ew
. . 4 ﬁvT..

of‘pakt actions undertaken by TWO staff NS ol ] °c.

. b q
4

. - In 1969, lﬁrjs level of act1v1ty and fiscal respons1b1fit1es had reached ¥
i

pr0portions r ing a greater degree of organizational coordination dd1tional
Staff and betzgf\mechanisms for operational and financial accountability Annual
program expendltures in 1969 were nearly $0.5 m;&lipn, a,relatively small sum in
cbmparison with some programs, such-as Model Cities, but a significant achieveﬁenﬁ
Eor an organization which began only with the support of its annual membershdp
dues of §30 ‘per organization In order to meet these growing administratlve
responsibilities% TWO sought and received assistance from the Ford Foundatdon.

The first grant, 1970-1971, provided TWO with $100,000 in administrative support
funds » . ' ) .

‘By 1972 when this, evaluation study bégar, thecWoodlawn program w§§ entering

_ a new phase intits eyolution That year, WCDC was created as the result of the

prevailing, thOugh not unanimous: view, that the t1me had come'for sepaxating the

‘- physicgl ahd Economic development activities i the program from the protest and

‘.’,

community organ;zation aspects of the program. tWO was to retain ultimate control

. »

of WCDC"s activities as“the representative of the commuhity Topal expenditdres ?"
ih 1972 had reaghed a level ofoSltﬁillion, $306 0090 of whioh was Ehe Ford Founda- .

or‘
5,

L Sv.ce the establyshmenc of WCDC, a period of transition has been under'way;
‘During tbe-ﬁirst yea;, emphas}s was plaoed on business development, primarily fe
individual enterprise development, but 4n mid 1973 &’ significant directional change
in tHe Woodlawn program took’ place. ‘Darge-scale real estate develOpment-and a

e i

management with a particular'emphasis n housing, became the foremost prLority ’
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- ©

as an opportunity that would be undertaken 1mm1nently by others, 1f not by WCDC,
and one that had favorable potential with respect to funding sources. .

. The transition TWO/WCDC has been, and still is, egperiencing has prdduced -
several e€hanges ﬂn its structure, its operations, and its perspective. More
formal functional division of reSponsibillties has replaced the earlier reliance
information system

oncern §or increagf

ing credibility with financial and’ business 1nst1tutions has become”more prominent,

on am ad hoc decision-making process, a systematic.financi
L .

, 1is being implemented nhere scattered reéords were ke

and financ1al fea51b111ty of projects is more prudently ‘examined before decisions
-are made While the. approval ard support 'of the community remains 2“§1ca1 concern,
mpre ten51on is v151ble in attempting to “balance the immediate needs of residents ' -
with the longer-run alternatives for restoring‘koodlawn as a v1abIe,'stable community
’ During_ the year, “for Wthh the performance of the.activities of TWO/WCDC is
examined in the remainder of this chapter, July 1, 1973 through July 1, 1974,
bexpenditures reached a level of about $2 5 million, a sizable ificrease over previous

’

years . - -
\ .

e

-
‘.

"

The subsequent discussion in this chapter is organized to reflect the current

operational arrangements‘established by TWO/WCbC staff. These are described briefly

- . - .

below. . . .
¥ " Nearly all of the programs and entities of TWO/WCDC are now contained within
five divisions of WCDC} each representing a maJor category or area of activity: ~
M 1. " Real Estate.Planning and Development S . "
) N - 2. Real Estate'Management, > . | - ’ . : ,
- . - . a
3 - Commercial Enterprises, . . )
4. Manpower, and . .o ) g
5. Community Services. -

The sixth major gategory of activity, Community Organization, is .,not considered a

;. ' .division of WCDC The programs in this area are carried out under the auspices of
;IO rdther then HCDC. oL A
’ Ly 3 ’ ’
A ,chh the’ Real Estate gldnniﬁg and Developmeat Division and the Real Estate

’ &4anagement D1vision of WCDC vere estaBlished during the evaluation period as part
~ of the new organizational thrust toward coordinated large-scale real ‘estate projects.
~'. ,In-discassing these divisions, we have concentrated attention on their activities .
and accomplishments as functional units during the evaluation period. Since it is
intended that both divisions will eventually become profit-making, we make note’

I 4

of their turrent plans for achieving this goal.

’1;" .f%" In order to.provide a more detailed assessment of tdo major real estate devel-
Sl Tt .
L opment 6rojects currently under the direction of the Planning "and Development
e ’-!'""‘ ) / . M N " 4
-ERIC o : 0 A
' ' - - ! . -
oy . e . , , N




<« Division and/or the Management Division, case studies of Jackson Park Terrace

and Woodlawn-Gardens were conducted. X
N The third division-of WCDC, Commercial Enterprises, consists of the four for-
fprofil entities affiliated with TWO/WCDC: TWO/Hillman's Supermarket, the Maryland
Theafre, the TWO/Security Patrol Inc., and Observer Publications, Iné.y Only one

of these entities, TWO/Hillman s Supermarket, is clearly generating profits as of .
July 1, 1974, . . g v .t o

- <
. 'J. ‘ . = ey

- The, ManpoWEr DlVlSion of WCDC consists of six training programs, all of which
“are conducted by the Woodlawn Career Vocational }nstitute on 2, cost-reimbursement
’contractual basis with ‘federal or state ageghies " The last diVision, Community

Serv1ces, con51sts of a health center called the Greater Woodlayn Assistance Cor-

poration and a newly established black adoption agency “ - . d

.

The activities carried out by the TWO Community Organization component consiﬁf//

of four major programs:

. . - ’

. -1, Neighborhood brganization, ! .ot e
2. Env1ronmenta1 Action Program, . R
3. Tenant Awareness Program, and =~  ° . 4 '
‘ - se 4., Spcial Serv1ces Program. ' ' .

Another program which has been included 1n this area of activ1ty is the Early Child-
heod Development Center although 1t operates as an independent entity rather than a

program compdnent ‘of Community Organization,
. ~ - * ~ °
A. ., Real Estate Planning and Develoepment Division (REPDD) * /

>
-

¢

"The Real,ﬁstate Planning and Development Division of WCDC came intd e;istence
as a formal organizational‘compodent early in‘1974. The establishment of the \
division reflects the anticipated expansion of WCDC's activities in real estate
. planning and deve10pment and the intent of WCDC to effect the'redevelopment of
Woodlawn through coordinated projects-of-scale, In the short time it has existed,
. REPDD has made 31gnificant headway both organizationally and operationally. )
'Since REPDD did notexist in July of 1973, specific. milestones for the divi-
sion were not set. The major real estate development activity in process duting
the evaluation Jackson Park Terrace, is treated ‘as a case study in Chapter 5, along .
with Woodlawn Gardens, a large fow-income housing development ‘completed in 1971. ¢

The other major activities of this type were the development of a proposal for '

.

"the redevelopment of Woodlawn and a rehabilitation project. In this section, ‘the
events which tranSpired during the evaluation with regard to these two aciigi&t”g//

as vell as current plans of the new division will be discussed.

Ay
.
s

‘ .
3 - . 3 ~
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plished in late,1974. C -

_complex issues. involved in choosing a pilan of action where ‘a very cruclil question
" of a community characterized by adverse conditions like those in which CDCs operate7

" and socioeconomic composition of Woodlawn. By restructuring all elements‘of the

-

1. Redevelopment Planning X . ' /

During this evaluation study WCDC seriously explored the\potential for large-
scale redevelopment of Woodlawn. Their _strong interést in studying the fea51bilityL
of doidg so and . formulating possible alternative, approaches stemmed from the view

that eventual redevelopment of Woohlawn was a near certainty The ‘question was:

" who' would undertake and, thereforey control the redeve opment process?

The major milestone WCDC hoped

for land purchasing. This was accom-

e >

' A number of critical amd difficult choices have, ‘and will, arise for WCDC in
moving forward with the redevelopment effort. Alternative courses of action will
bring about different long-term effects on the Variety of concerns a CDC triejﬁ;o i
encompass, e.g., the peeds of its communlty residents and the pressures to becQpe ’

self-sustaining WCDC's approach to redevelopment is illustrative of some of the
still exists: What strategy is rially appropriate for the’ large-scale redevelopment

- WCDC's strategy is-to bring about fundamental alterations in,the physical ’

3

living environment, WCDC expects to attract and retain ‘more moderate-income resi-
dents, thereby creat1ng a viable community within Woodlawn. In order to do so;."

WwCDC emphasizes the importance of altering past trends and’ the current image of

1

Woodlawn, the need to provide well ~designed living units, ample supporting facilities,"

and the ability to treat issues of security and schools successfubly

-

~ The basic premise undexlying WCDC's strategy is that Woodlawn cannot continué S

to funqtion as the enclave for the poor and indigent (while surrotnding communities 3

assimilate those financially able to chtoose better living environments), and; ate
. . -] .

the” same time, become viable. In°other words, a community-whichgcannot attract

- A . . ot ) L] .
and maintain a significant proportion of mon-poor residents cannot ‘exffect to become

-
-

an economically “arid socially sound, stable community. N ) .

The cumulative adverse tonditions prevailing in Woodlawn at present, ‘it is
argued, are self- -reinforcing and the resulting living environment is unable to ©

compete successfully with more attractive communities for moderate- and middle-

income residents. At the same time, the existence of Woodlawn as a reEUge for*the

poor perpetuates the inertia on the -part of these viable communities in prov1ding
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. for the needs/;g low-income families thegselves. By pursuing its chosen strategy,
WCDC expects to halt this process‘%nd provide a basis for eventual growth and —
_stability 1n Woodlawn wh11e giving others an impetus to respond to the needs of

L

the poor as we11 - “ .

. There is a high probability that WCDC‘s strategy would result ih a new . -

L3

community with a significantly different group of residents--in terms of occupa»
" tional m1x, income levels, and probably racial mix-—than the current population of ‘
- Woodlawn. * In this sense, it may be argued that the consequences of-WCDC's strategy
for redevelopment may be unfavorable to the welfare Sf Woodlawn's current residents.
On the other hand, it may be.argued that‘the strategy WCDC has adopted/in full
awareness of its probable consequences,~is the only way to make Woodlawn a viable ’
community In our cdnversations several WCDC staff members have shown keen aware- ’
ness of both sides of this issue and have indicated serious concern for securing
the sanction of the community Their argument in support of the strategy adopted
. is plausible’ and théir strong commitment to the community enhances both the pros-
pects for success and the probability that the long-run benefits of redevelopment
would prov1de some opportunities for lower income groups that do not currently
exist and probably would not exist™in the future if Woodlawn were to be redeveloped

\ 14
by a purely private concern. If the development were carried out successfully, WCDC

<

would also stand a reasonable chance of generating a source of discretionary funds
which would provide greater flexibility in terms of program choices./}0

c, ’ The value of such redevelopment depends on the changes which would occur in
WOodlawn as a place and in Woodlawn as a community be people. It is too early to

> determine the rélative efﬁect of WCDC s approach on both these dimensions,aalthough D
¢ ‘

1nd1cations are that a re1ative1y greatek‘impact would occur on Moodlawn as a place,

P!

-at least in the short run. " The extent of benefits and ,number of Woodlawn 8 current

- '. residents that would benefit in the(long run cannot he assessed at. this stage. One

- " of. the dediding sets of factors, clearly, will be the strength of TWO/WCDL's roots

" in the- community and the community 8 responsiveness to TWO/WCDC's actions.

. ~ b -
. ~ ,9 z . D “ s .

“t 2, Other,Activities of‘REPDD
. we Although *the demonstration siéh‘is the«first priority within the Real.Estate

- Planning and Development Division, a considerable level of effort is explicitly
devoted to generating other activities. A major objective of efforts in real estate
~ dexelopméﬁt is to replenish and upgrade the housing stock in Woodlawn 4n a manner_
which will generate unrestricted monies ?or TWO/WCDC. Discussions with the director
- strongty suggest that the strategy being implemented is consistent with this

. .
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objective. . Specifically tall of the activities in firm planning w1th REPDD, at the

) present t1me are expected to generate some pos1tive income, e1ther through profits
o or feeg. » LN . ! I

.
. s @

»
«

(Y

Current, plans concern the' possible formation of two ]Olnt ventures for the

purpose of developing twoéhousing complexes under the,Section 8 Leasing Program

» One poss1b11ity is a joint venture on the Qevelopment of 200 new units of housing
Three possi{ple ;ites have been 1dent1fied and'are currently being studied. ~The
other possibility concerns the formation of a joint venture to undertake the re-

B " habilitation of a large hotel which would result in roughly 300 units of housing

for the elderiy. . , ‘

»

The: Division it 1nvplved, also, i two new housing rehabilitation pabkages, .

<

. in addition to overseeing the final stages of the 101- un1t package réferred to as

. ‘P Redevelopment II. One of these is owned and sponsored by the 65th Street Dgyelop-
ment Corporation, a groupxof re51dents and’ property ‘owners who organized themselves
) in 1967 for the purpoée of rehabilitating several scattered buildings WCDC was
A asked to coordinate the development whicb now consists pf 87 units in six build—

N

ings, and to prov1de technical assistance, for Wthh WCDC would receive a fee. 'a':"

.

o~ The other rehabilitation project, con31sting of 85 units, .is being undertaken on a

limited- d1v1dend partnership basis, with WCDC as the general partner. The 65th .’

Street Development Corporation's project and the two rehabilitationﬁprOJects W111

be turned over to WCDC's Property Management.Division upon‘completion for manage- .

ment on a fee for service basis. S, o MR T\T\-ef’“
\ ' . . Vo R
3. Housing‘Rehabilitation. 2 . g b B

'-
Present ogiuﬁzational arrangements include "Redevelopment II " the ofily re-

v fre e

hab1J&tation project undertaken to date, as a component of the WCDC Real Estate

N Management Division Rehabilitation projects undertaken since the beginning of

1974 are planned and developed by the R Egtate Planning and Deve¥0pment Divi~ J
" e\ sion and subsequently are tyrned.over to .the Mana en\\\ivision for marketing, .
rent up, and’ management. ’

During the. evaluation period work on Redevelopment 1I, consisting of 101 y

I R
units of low-income housing, was in process. HUD approval .of the project, for mort-

gage irsurance under the 236 program was received in August 1972 and in March 1973°

the contract. to the general contractor, a local minority centractor, was made,

_J

0
Between May, 73 -and July 1974 the rehabilitation project required more attention
and consumed more key . staff time than in the months preceding’ “construction. The
greater empha§is accorded thig activity is attributable partly to the normal in- -

_ crease required once the deve lopment stage reaches the point of construction and -

-

s

[:R\f: partly to the necessity of dealing with problems. which arose. _ -
T P o X S
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Table 10
/;//’ HOUSING REHABILITATION - SELECTED MILESTONES AND ACHIEVEMENTS -

@

t

TR |

S

. Q

Table lO represents the achleuements of TWO/WCDC With regard to housxng .

v

-

- . P Actual S e Expected y Actual
! T ol During During - During
the yéar, ) the year, | - the .year »
As of | 7/1/72 to | :As of | 2/1/73 to| As of | 7/1/73 to
Milestone. , 7/1/73 ). 7/1/73 /074 | 2 7/1/74 771/76 1 7/1/74

. Number,of units - - o = ‘ ,
.scheduled for K ) L ) - . 'g
rehabilitation 101 {- ) .86 g6 .

. Numbér of units . ¥ ’ ' .
rehabilitated o r - N -"
(completed) o o0 101" 101 T 0 * 0 !

. Rental income . " $14,300 ' | 958,520 B B I

Note:, Additional milestones were, established for:,

number of seattered properties

owned~with buildings and vacant, number of units_owned vacarit’ ang occupixd, average

reit per ynit per! ‘mon'th upon occupanty

Package, operating experises .on Rehab, and net income ..

Although it was ant1c1pated that all 10

"’

uhits in the rehabilitation package

total estlmated deve lopment cost of Rehab

w0uld be completed and occup1ed by June 1,. 1974 (50 percent hy February 1, l974),

as of September, 1974, none of the un1ts had been turned over\to TWO/WCDC by. .-

contractor

. Since none of the un1ts were available for occupaney during our.eval-

R

uajfdﬁa rental”income was not generated and operat1ng eXpenses were net incurred.

The maJor difficultles\arising during thie' evaluation were the result of probTems

with rhe general contractor

".The contractor, described as the best minorhtx con- .

r

tractor in terms of quality of construction, apparently had -difficulties in following

the, specifications and also- in scheduling and completing work in-order to meet the

stipulated construction time.

z

Thé latter problem is oné that frequently occurs

o when a contractor takes on comm1€§Ents beyond his capacity over a given period of

time and then f1nds he cannot sﬁfead the resources availabLe to him sufTiciently

to meet his responsibilitles

. was compounded in this case because the 12- month construction period initially

stipulated was not realistic

‘expectation.,

. The director of

DD néicated that the problem

.15 to 20 months ould have been a more'reasonable ‘



N

~

.

f

“ units had been completed by May 15, 1974 when the «contract was' %o expire A three-

.
)

‘,

»
.

- eXtend the construction contract until December, 1974

\

.’

The consequence of this combination of circumstances was that none of the

’

month éxtension wds granted * but when none of the units had been completed as-of 4;
that date, serious cGnsxderation was given to- 1nvok1ng the penalty tlause. A

resolution of this problem had become particularly press1ng since the bulk of the -
1S

contipgency fund,swhgch could Qrdinarily be used to cover unapticipated 1nterest
expense on the 1nterim fimancing, had’already been allocated Consequently, TWO/
‘WCDC requested and received approval from FHA to increase the mortgage by approx1—

£
mately $100 000 -to cover change- orders and excess interest expense required to
) !

¢

333 rncluding buiLder s overhead ‘and

The total costs incurred by th general contractor on this project for work ‘
completed as of JULy 26, 1974.were $e\\8i\ ‘

profit. Work, completed as of «that date represents 82 pércent of the total, as .
measured by total cost budgeted for constructibn\:*i: the acfudl, total’%osts 1ncqrred

upsn comp tion of all 101 units did not exceed the udgeted costs of construcﬁ;on

inclugi f bui lder's overhead and profit,” the average\construction cost per unit
e ~

rehabilitated would be approxxmately $13, 000 '+ Howevér, given the costly’ changes

and delays“this estimate is probably on the conservative "side” ne .
- .‘ ,., . N '

-
> °

V4 9 - N -
B. Real,Estate Management Drvxsion

. .
- .
. ) \

- WCDC s Real Estate- Management Division was @8 »lished.as an organizatiOnal'

componen& in July of 1973. At present it is treated as a su idized component of

WCDC, eventually expected to generate profits. This dlvision is rESpons;ble for

) the management of.resxdential, commercial “and 1ndustr1al 1nvestmed property owned

or operated by TWO. The‘Property Management Director's duties include the arrange-

rental incmne The director also counsels the organization on matters co erning

financ1ng purchasing, and selling of prOperty and handles Teal estate appra sal,

of FHA loan applications - R , .
Prior to July, l973 management function$§ pertaining to properties owned' by

»

TWO were perfonned on a low priority basis and were lqosely organized under TWO
Management CorpbratiOn ﬁywﬁhe time milestones were being set,' réal estate ménage-
ment had assumeg 2 tew, porition with higher priority, reflect&ng the cu1m1nafﬁon
'of several factors Theiﬁost significant factor was the new p/ogram direction

taking shape, githin TWO/WCDC Priorities were restructured to reflect the emphasis

.

»




on developrng a comprehenswe approach to e~ redeveIOpment of WOodlawn on a, 1arge

scale, three primary areas of'concern emerged : - real estate deve10pment, real .

estate management, and financx.al affairs. It wvas dZatermined that extensive.staff .

e

s support would_be coricentrated in *these three areas. . -, .
(o .t
faaS Durin(g):he year for. which performance is being evaluated the Property
- 04

s Management Division's ma jor’ priorities were the implementation of a remedial
management plan for Woodlawn Gardens an,d the development of a marketing strategy

for Ja cks’ontPa rk Terrace.

* .

. L N
[ ] B - ’j. - °

-

. . . ' .
& . - Milestones-and Achievements . S N\ -

v

t Experience with property nlxanagement during the first year of this study, July
1972 to July 19734 was rather. lim Lted in scope. During that year the management

engity. was respons1b1e for the performance of. routine acco.untmg tasks. All

‘dECISlon malhng, concerning utilization of properties’ was carried out by joint

' discussiqns of key staff.

- L

.o . © "When milestones were being set, h.owever, plans concerning the responsibilities

. and performance of Property Management as an orgamzational component were indica-

tive of the new importance attached to this activity -by TWO/WCDC staff. Expectations

£

&
in the year for which performance was dvaluated reflected the first phase of WCDC s.

,802al, of establ‘ishi?ig a Management Div1s1dn with-the demonstrated Fapablllty of

k=,

managing property on a' large scale Selec\ted nilestones and achievements are shown

SO ¢ =TT -
—~7in Table 11 TR e [ .

+

‘ AN
The general pictur ‘is one of a shortfaLl in 'achievemen\ts relative to anti-

‘\

and rental coltections from s\cattered sit'es, the lower'leve of output is due to
A\
- c1rcumstanoes outside_ the .direct control of the Management D1v sion. Dde-to the

"« failure.of the contractor to’ pe,rform according to schedule on Redeve Topment. II,C"

»

-« - the units wefte not turned over to- PrOperty Management\ for rent-up onsequently,
. the rental income from these upitsg, anticipated on ‘some units as ea Iy .as February
..1‘974 was not generated Also, /ince Jackson Park Terrace was not complated when

.« 7 antiz:ipated the commercial space im the development was not available for 1easing

R .. L.

. by the Management Divinon wm

. . "
’ - b

:"ﬂ The major expans:.on of the Division's scope of activity during the 1ast year

fnvolved the.’assumption of mana‘gement functions fo’t\WoodlaWn Gardens apartments ds

»y ' anticipated Rerdtal collections from WOodlawn Gardens, $667,000, slightly exceeded
. : "the level targeted for the year, $6S4,700 The incredse xesulted in part becaun\s'\
s

X % ~
: there were fewer ‘vacanaies during the ye’*r than anticipated., Part of the succes

B s ' ‘ 13 ) .
’ * - [y
P ' . . ' K- 5 8 . - R
Q . R ’ i .
‘ ) R .
. . . . o
: :

)

~

cipated ‘levels of outp.ut In the case of occupied resrdem:'ial-units under management

i



™~
I
—~ Table 11

PkOPERTY MANAGI‘MENT - SELECTED MILESTONES AND AC}E[EVEMENTS

‘Actual ‘ Expected -~ Actual ‘\

« Durimg } . During During

' the year, .
o As of |7/1/72 to |'As of , {7/1/73 to | As of 7/1/73 to

Milestone A2V R R AR R A VR R VA R R A VAL R R A VAL

N
X

the year, - |the year,

k.

. Number of residem- |- B - ,
tial unit$.managed 193 700 674 .
a. Occupied “ 19 <. -- 590-600 : . 522

. Square feet of com- ) )
percial space under ) _— r .-
mana gement 134,40 136,870 134,470) .
a.Occupied - 106,79 117,990- 91,284

128,000 '

4

. Gross rental ' -
collections ($) , 904,000~ 821,966
" ' . : 907,600 s ' S
+ 4, Fees earned at 3% . \ i :
_of collections (3) - \37,120. ) 0-, .

L

.
- T g

Noté: Additional, mllestones were established for: number © -owned properties
managed (re31dent1a1, commercial, vacant), gross renta‘]r.\c\ollections by site,
rent arrearages by 51te, and tenant turnover by site’ . <

in.meet ing this milestone should be attributed to improvements in billing eff1c1ency
and tenant-management relatlons The successful implementation of a computenzed
aged accounts receivable billing system for Woodlawn Gardens is a particularly note“-
. worthy accomphshment of the Management Division during the evaluation, which is not «
reflected in ‘thé’miles,tonesx as is the establishment of an interim_ agreement with

HUD on the financial status of Woodlawn Gardens ,

In commercial apaée management the achievements during the year relat‘ive to ©
expe,ctations were disappointing. At the time milestones were set, WCDC managefnent
anticipated that a total of 24,000 square fget would be 1eased ta. commercia I tenants .

. in the remainder of the property whl.ch TWO/WCDC owns, and partly occupies, by July ’
"1, 1974 , However, during the year. several tenants vacated the premi‘ses and no' addi-
tional sPéce was 1eased Commercial /space in, the prOperty was leased to only~ .
one sma.ll tenant As a rgsult, rental income from commercial tenants washalso .
c.on91dera‘o1y less than anticipatedz ‘This shortfall in rental income was particufarly’

. costly to WCDG in .view of other factors. ‘Tenants vacating the prOperty during the
'y(ear dig 8o with high arrearages in rent. In addition, operating costs for the year
turned out to be significantly higher than anticipated when the property was pur-

-

chased in January 1973.

L

.




C.

The poOr expetience with this.property seems to be due to a numbper of

factors First, the prospects for’ lea51ng SQace-on East 63rd Street were, and are,

lextremely poor. Second * the allocation of the Property Management Division's t1me

.in accordance with program priorities resulted 1n the total absorption of time and’

.

effort.in other act1v1t1es, primarily Woodlawn Oardens and Jackson Park Terrace,

‘.

.Thus, when tenants left, little effort was devoted to securing ney occupants .o A,

third factor was the recognition that it'would not be feasLSle to lease space

¢

s&tcessfully to commercial tenadts until renovations ‘were made

e The other major ‘comercial leaS1ng mi les:tone set was for the Woodlawn Gardens

Plaza.’ At the time. milestones were set’, it was expected Jfhat a major tenant would

be occupying 70 to, 80 ,percent of the,leasable area by July 1, 1974. At a mintmum,
.
WCDC expccted that“é ‘firm and"fl.nal commitmenx: would hawe been secured .from ghe ’

.

maJor tenant in which'case the mall.would be 70 to ‘80, percent vacant pending

move-in of the teuant; -t ’ : N -

- . L e
.ty - f

“"As of‘;uly 1, 1974, negotiations were in proqes§ witl a private group of

medical profeSS1onals, althougﬁ affinal 1ease agreement had not yet been reached

The particulars of the developments with respect to the mall during the last year

are contained in the discussion of Woodlawn Gardens o1 should be noted here,

however, that QgD dpproved*the plan and one .lease -had been S1gned as of October

l97k Occupan was projected for- February of 1975 ' f~

“ L6

Fees or management services were‘ngs,generated during the milestone year,
althbugn some h&d been ant1c1pated Current expectations are that fees, will be -
earned, at 3 pércent of rental collections, as hodsing units.are turned over fromV

the, Real Estate Planning and Development Division to the PropertY'Management

- : A
Division, e s Co :

»

DeSpite thé shortfall in milestone achieyement, the establishment of \the
Management Div1s1on and the apparently successful assumption of managément respon;‘
sibility for Woodlawn Gardens housing-—W1thin one year 's time--are‘siznificant
achievements. he changes we have observed between ‘the ad hoc management activities
of TWO/WCDC dur ing the first year of this evaluation and the professional management
capability which developed during the second year are strong indicatiOns of marked
improvement )

{

Commerétal Enterprises Divisiorr . \\ N ” ¢ o

)
.

This division is comprised‘of actual “or potential Rrofit-making entities of
WCDC: TWO/Maryland'rheatre, TWO/Security Patrol Inc,, Observer Publications,( .
Inc., and TWO/Hillman s Supermarket ) . :

-

1. See Chapter 5. ' )




1. TWO/Hillman's Supermarket
TWO/Hillman's was incorporated on July t9)\;0'and began retail operations

' on November 18, 1970. : The store leases 14,000n¢quare feet of space from the 8ub-

sidiary of TWO/WCDC whxch owns the wOodlawn Gardens Development. Two- thirds of
the common stock is owned by IN.0. Enterprises, Inc. and the other one-third

of the common stock is .owned by Hillman's, Inc. The latter is the major supplier

of the groceries sold in the supermarket and provides mardagement services for

which it is paid a fee of three percent of net sales. . .

. Thrduéhout the evaluation, TWO/WCDC has monitored the progress of TWQ/ ! i
Hillman's steadily. Emphasis on this entity as reflected by allocatiod of key B ,_;,
staff time has probably decreased since the first year of operatibn but has b B
remained relatively constant throughout the relevant time period. . et - .
Milestones and Achievements .- o ) . T ‘ Y

. . . .
Performance during the evaluation year’is’ shown in Table 12/

Table 12 S S
TWO/HILIMAN'S SUPERMARKET - SELECTED MILESTONES AND Aqmgymms,“ R S

—y *

r

Actual Expected - | | ' -Ac.tﬁ'ai LE "-‘ -:‘*,' Yoy
_During . During . .H ‘D'url.ng £ 4 .:‘:‘_" .
o : the year, the, year, N “the:. yeam, M__\." o
.- ' " As; of [7/1/72 to| As of | 7/1/73 to | AS df - :7/.1/73 t:o»f ST
Milestones AV LN R TV R A VA LS B VA VAN VAV /A 7/1/7# RV
7 p v - K ._;-' o ",‘.
1. Volume of sales (s) - 43,703,730 .. 3/,700,000' . & ,;030; 340 e"‘.“ s
2. Net profit ($) . 25,8201 20,0004 . ° f““dl 4}.5 R
~ 3. Retained earnings - ] o I oo, ",&;‘.
(deficit) ($) {16,860) - 3,140 |~ . 24 555 |0 - o7 , T
» . ‘ ’l“- -
Note: Additional milestones were established for: annual rental pai.d tb'T}Jp}KM-P‘ : "'
DeveloPment Assocxation and management fees paid to Hlllman 5. Inc. e . N
. S : K ';-:‘.z.;"'u L

A s

. The actual volume of sales of TWO/Hillman's exceeded expectatlons b/y a(pjproxx*

GO

mately nine percent. Gross profit for the two years shown held relatflvely consta.nt e

) fh Tt "" 'l ,/
. \ at approximately 20 percent of ‘gross sales, while net profit increasecL from= 70 b R

'.:tp\
’ percent ‘of .groSSs sales to 1.03 percent. Thus, while a declme in Operat‘nig' ‘g\rpf‘lts,,_ e
. s e e
from 70 percent to .54 percent was expected, the actual accomplishment sxgn1fi~- SN ‘( 1

- (3R}

cantly exceeded the prOJectxon. Since gross profits as a percentage of sa&b\s ﬁld,

. ’\ u ’_'* - ,A~.
.not change significantly, the increase in profits seems largely attr:.butabie tfo ," .“w’f

e ".x. T,

r-- -

increased effxcxency of operations. That is, with a relatively constant" gross e ."*9.""
profit margin of 20 percent of gross sales, operating expenses as a perc«entage o.f jf_—':,':f_ )
. M A D

, .1' 3 /'..-. -

“ -
\ . \ ' . « Ge ' ¢ 4
(S . A . 6 1 , . vont F . . -:‘; ,‘:{
. .. . * ~ . “.--'-* A
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. 44 '.. o

gross profit were reduced from 96.57° percent for qhé pegidd July 1, l972 to—June \.'
30, 1973 to 94.87 percent for the perlod Jﬁly 1, 1973 20 June’ 30, 1974' Given SR

recent national" experience with respect to.rising costs, this pe:formance i o
' . ° RO . * - * . .
'particularly noteworthy . o ’.-7_5"‘ « ‘) * . SO
¢-/ = ° b:- oo F o ‘e T Yo o PP LR
Maryland Theatre “uoﬁjii . N . .

Donated to the Woodlawn Organization in early 1971* the TWO/Maryland Theatre
ronstituﬂes the third component of the Commercial Enterprises Divisign of WCDC,°
Curzent movies are shqwn as well as specia) films of particu}ar interest sto tﬁe

black community. The threatre operates a concessioq stand in the lobby and seats

1,468 people.‘ \ S PR : . A R

N . . "
Lw ot . . « B,
e ’ ® .

Milestones and Achievenments o v ‘ T .

- &

Achievements relative to milestpne targets for the Maryland Theatré during

e -

the year for which performance 13 being evaluaued aré showﬁ in Table 13, The

L.
(3

flgures indicate that although revenues fell slightly short pf the tatgetad level,

the proportion of ‘'revenues required to meet expehses Yas somewhac lower than apti-
cipated. Consequently, the table shows a et 1n;oﬁe which excaeded the projected .
level. Ihe major 1ncrease in operating expensés over the two years resulted from

a 51zable ipcreage’in real estate taxes, a factor largely outside of management

¢ control The Theatre was successful in absorbing this increase because. of. 2ts

ability to raise revenues significantly higher thaﬁ ‘the previous year On the Ay

whole, experience during theeevdluation year represents an improvement relative to
expectations.. ° | . i o
. L]
. e * . ) ’ : .
. * Table 13 . .

. C . f - . -

‘MARYbﬁND\THEATRE - SELECTED MILESTONE§ AND ACHIEVEMENTS ~-

b L)

T . Actual * Expected ‘Actual
) During +| .During ) During
. thé year, the year, the year, .
. ) | As of | 7/1/72 to | As of | 7/1/73 to| As of* | 7/1/73 to
' Mildstones ML/I3) /Y13 {1/ wra 9/0/74 | 174 ). 7/1/ 74
I. Revenues® - ‘ $372,438 | $450,000 $440,364
2. Expensee ) L° 376,295 444,150 4324695
3. Net profit, before A . . [ '
income taxes (loss) (5$3,857) ot 5,850 7,669

Note: Additichal milestones were established fbf .price of admission (adults
and children), net profits as a percent of revenues (loss), and number, of full-

- time and-part-time employees.

e
.Y .. - . ‘. . 4
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3 - 'TWOVSecurlti Patrol Inc. . ?

"v¥= . The thlrd component of the WCDC Commerc1a1 Enterprlses DLVLSxon, the TWOf
W Securr;y .Parrql, has Qeen oﬁferlng its guard serv1ce on a contractual bas;&.srnce
May of 1969 . The need for protectzon of~equ1pment used dur;ng tne construCtlon

o oo
of woodlawn Gardens prompted the formation of thia entity. In August of 1971

the Operatron was 1ncorpo//’ed apd procedures required to obtain a state 11cense
were 1n1t1ated,a Ihe;na;or qua11tat1ue acpombllsmnent of the. §ecurigyePatrol
durlng 1974 has: been the compietronﬁof strlngent guard trainrng requlred by the
state ‘in order to ¢obtain a» license. the,Patrol is now

- 5 o hd .

., ‘licensed by the scate as a prrvate Securrty force'. -
o Th o 4o

Insuned and bonded
82" [ ]

t ‘c’ln.x@rms of prrorlty, thrs ent1ty seems Lo, have undergone a declrne in

,.&

-

empha31s comparéh?e-ta Qﬁat rﬂ the othencthree entltes~compr1$1ng the Commerc1a1

Enterpfrses Drvisron‘of WCDC, ,Tﬂat ngg'tn shrftrng emphasls avay - from busrness

~and commerchal enterpr1ses to projects of scale in real eﬁ@aue:“the,Secur;ty “Patrol
* has beén accorded a status of lOWer graorr;y .Lthan before thrs shift occurred.

ance that time, it appeary that this entity, (along wltngthe other three) has

operatedewa;h a relatlveiy low, but cons;étewt, degree of gmphasis by key CDC

' »» mapagement,staff. : . .

- Milesfones and Achievements

T . .
Performatice during

e evaluation yeaf is shown in Table 14.

) Table 14
PATROL INC - SELECTEDQMILESTONES AND ACHIEVEMENTS

s Actual Expected . Actual,

P

o

pr@fits.

Milestoges

¢
During
the year,
1/72 to
7/1/173

ﬁuring
the year,
7/1/73 to

7/1/ 74

During
the year,
7/1/73 to

secured *

-

o 1. Number of contracts
%/////1; Volufe of*'sales -
~ * 3. Net profit (loss)

before‘income taxes

- L

"$93,710

($10,903)

$200,000

$ 23,000

rd

7/1/74

» $199,671

$ 14,587 °

Note:. Additional milestones were established for:

salaries, and number of emPloyees

As shown in Table 14, the achievemen&s over,

total expengeg, wages and
o .

quive closely to the’ targeted levels of achievement €%cept in the case of net

63

The réasons for this shortfall are hard to discern due to the lack of

’




o .

consisfent hxstprxcal data based on® contracts, receapts for services and expenses

. -

i, for this act1v1ty FUrthermore, the flgures shown in the table represent accounts
1) .
recbrded on® a cash, rather than accrual basis. Thxs may account for part of the
s e , .
shortfall in net profits. o, T . 1 4
] "\

- Based on the. figures shown, however, the Security Patrol definitely improved

L]
.
.

* ' - . 3 -\ 3
- itsofinancia} position during our evaluation relative to the prior year. ’

. Since‘the proportion of total expenses for wages and salaries, the ma jor expense

¢~ item,’changed very little over the two years, it is clear that the drastic turn

»
’r;

,;E?around‘in the financiallstatus of this entity resulted from a large incregse jn

= revenue receipts. A large part of this increase is attributable to the payment“of
the prior amount due for services rendered by the Security Patrol on the Woodlawn .
‘Gardens development. Prior to the year)enfed June 30, 1974, payments due from .
wOodlawn Gardens were carried as accounts receivable by the Security Patrol because

. - of the inability of Woodlawn Gardens to carry the costs of guard service.
. . The primary constraint affecg;ﬁg the financial status of .the Security Patrol -

s1nce its inception has been th'e, imposed subs1dxzatxon of’ WOoéiawn Gardens. The

maJor new opportuni ty whxch Eh//;atrol was able to cap1ta112e upon was presented

by the construc;;on starts on the two-major housing act1v1t1es of TWO/WCDC during . v

thxs%perxod: Redevelopment I1 and Jackson Park Terrace It should be noted that

this is an illustration of am 1mportant advantage characteristlc of the CDC as an

v e

institution: the ability to 1nternalee interdependencies among different activ-

<

ities " On the other hand, the experignce with Woodlawn Gardens points eut the

potentially dangeyous aspect of such'arrangements, i.e., the failure of one entity e
+may significantly impair the viability of another component of ‘the ¢cpe ™ ‘ )
“ A o tt e,
4, Observer Publxcatlonslglnc ’ o T )
’ The Woodlawn Observer newspaper was created in 1964 to serve as a vehicle A e

for disseminating news of TWO's act1vit1es throughout the community serued While

cont1nu1ng to publicize TWO's involvement in community. concerns, each weekly issue ’

w

of the Observer now covers other local news and events as well. " 1In 1964, 5,000

Y
¢ .8

issues per "week were printed and circulated on the average.
\ Sy : .
Milestones ‘and Achievements ,

" . ~ © . ’
&

s Due to the low priority accorded the Observer relative to other activ1t1es

{

and its precarious financial status the future of the Observer was uncertain at

the t1me mxlestone targets were being chosen and set. Consequently, target levels

of achlevement wére not set.for this ntity. o

E3
.

l:lillc . _ . 64 | | e | - )
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'16'355&15 be'noted howeVer, that although this activity has not been desig-
nated by CDC management asJene of high prlorlty, condiderable tiwme was devoted tg
1mprov1ng\the financial p051t10n of this entity (particularly that of one key staff
member) in the latter part of 1972 and early }973 It is probably true that one
of the consequences of this.drain on staff time (along with the time spent on )
Woodlawn Gardens and Standard Oil) was the’delay of the development and implemen-
}tatlon of a con51stent financial management system for all of the TWO/WCDC entities.
This is an important illustration of how allocatlon of key staff tlme in response
to existing problems can result in 1nsuff1c1ent attentlon devoted to other activ-
‘ities of higher priority. ( <
j' The sutcessful turn-around of the Observer has prompted plans to expand ,
) erations to more general '"communication art." The Observer itself may be expanded
Kito an independent publishfng company. In* addition, a new Communications Division
has been established as part of WCDC which will begin publishing in-house reports,

hold cu1tura1 workshops, etc Currently, this division carries a one-half hour

radLo program per week . I ¢t
~ ‘ . .
] - - [ .
D. Manppwer Div151on , M . » (w' .

~

The hlstory of TWO's 1nvolvement in the area of manpower problems begrns i’
1964--a t1me Whlch markeg the early movement of TWO's orientatidn’from.one of

protesggroward one of.programs. .The 1nformaq;on here focuses on-TWD/WCDC manpower

activlties during the last two.years. ~Thi§ particular perlod maxks an,lm?drtanf o

-
stage, 1n the evolutlon of the role oérnanpowef actLy}tTes a§ a compqheﬁﬁﬁbéuthf
'. . .
’ et *

overa11 strategy of the CDC.“

Questions concerning the strate and impact of a Ucr151s oriented' CDC
g gy pa

versus that ofs,an "economic development" CDC were raised and debated early in 1973,

Ih the course of ChlS turmoil there were some who advocated the p051t10n thiiaigE«//T///%/

2
development, training, and placement athvities were chdPecteridtic of a crisis

orientatlon and did not result 1n long-term positive impact in the community--
peopie tended to leave the community as soon as they were able. Given limited
staff and financial resources, as well as the comstraint® 1mposed by various fund-
ing soucige, questions concerning whether or not to continue efforts in the area
of manpbpwer, and 1£ so,>at what level of effort, were seriously debated. As evi-
-denced by the numbBér of new manpower training programs now wunder way, it is clear
that the decision was made to include manpower programs as a supporting component
of the new strategy for large-stale development of Woodlawn.

The current activities of themManpower Division are fommally carried out by

The Woodlawn.Careet Vocational Institute. All of the training programs conducted

g

, y . .
s
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by WCVI are 1nst1tutlonal and have been funded by the Manpower Development and

Training Act (MDTA) through the Board of Vocational Education and Rehab111tat10n ) '

of the State of Illinois on a cost- rexmbursement basis. No othér tra1n1ng programs

N

were conducted during the perlod July 1, 1973 to July 1, 1974,

"Table 15 shows the ach1evements of WCVI relative to selected.targeted levels .
. -
during the evaluation year as well as the accompllshmenté of the prior year. By
' successfully reduclng trainee termlnatlons, the clerk-typist tralnlng program grad-
uated seven more people than projected. In addition, job placements exceeded .
expectations by nearly 44 percent, Performance on the two programs shoWs markedf' ‘
f improvement in terms of graduates, and especjally placebents,:as a percentage of S
.
enrollees. In the flrst year, approximately 61 percenv'of the enrollees yere grad-gﬁ H
’ %mr‘ .o
uated and only 30 percent were placed. in jobs, whereap in theosecond yegf, abouf ,, P
percent of those enrolled were graduated and 100 peréent‘ﬁﬁethese were?pldced in 1,1,,; £
.t PP I
jobs compared to only SO percent ‘of the graduates hn the,prrof yedr, If we ass a f o
. the.max1mum allowableuexpendlture as stlpulated by the congnagtc}ﬂhe cost pe;/ S #-I
) graduate/placement oxer. the, evaldaglbm yea; vas 6983 bt i-,- ,,; :,; ~zi’ -
& .} ... " N :n-. o ¢ . ie *a
K o “ ' C ey em -t g ‘e .. e ’ :.' o e £ . ST . R AN
— ‘ 0“, . . " e Table,- ].5 . «J « ‘: mos e A & . " N - » ..t
oo 4. : "o D": PN ' ¢
-5 R ﬁANPONﬁR D;VIéION.i SELEQTED'MQLES%GNES AND AGHf%VENENT9 T T S
e Tt ey ——ry — x . 4 «? ot , "-.
. g HA —o.'",. e '-' L f:',”:. fo Wit e Actua‘l Expect}:d _‘:. Actual s 0wy w: “ R
V¥ f‘. Lo i ! ‘, R » Leloe A -7/1/72 0, 1/1/73 to /173 o+, .. y Ve
e » P75 t.., Milestones 1%, . 3 . 7/1/73 | 7/1f74 ‘i[l/]4 ‘e TN e
-.. '0.' .'6-. :vgn:/-"‘\ . u S ¢ " ,. "‘o-. ."0
. ., . 4 *°®, *° .0 e b Y g < o" .
- L Fund}ng level ¢, : . s‘ 92, 840 - ;saz 26{3 v$42,268 0 % o e
;sz; o 2 * Npmber* o<, people tOIBe tralnéd 75 |~ *'50, v - 0505 ¢ vy
w R 5 3% Number of graduates. N P 1 W38 Q’-' 43 . o' ) )
e ¢ 4. .Number of @1acements A T 25 . 30: o] ..A'Ai < oL :
PR 1) ‘ a . o o g .
& e v b

Nccen Addltlonal”mllestoneé were estgbllshed for: ,number of pe0p1e
’ . enrolhedf number of termlnatlons, and st1pend§ to tra1neés. )

" ‘e ) . .
¥ .. . -

At least parft of the improved performance should be atbrlbuted to the learn-

ing: experienced by the manpower staff during the earlier MDTA contract concerning
. . : >
administration and screening and orientation of trainees. The relatively podr A\

¢+ performance in placements under the earlier contract was due also to atsiénificant o
change in the job market durlng the latter part of the program, largely resulting° . e

Soe o -, .,

from layoffs by County Hospital, and the delay of the openihg of the-Greater Wood- - on

°

.lawn Asgsistance Corporation (GWAC), the new health fdcility Sponsored by TWO . ‘.0

One of the wmajor objectiyes not reflected in the sélected mllestones was the’ . /’
» o .’
S
generation of new training contracts, In October 1973, séveral prOposals were in’_,
2 4

process fqr\submis;ion to the State for gunding; At that time, TWO's Director expeftéd

. o\p

? .
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to have final proposals in on.at least three new contracts, to train a total of
. approximately 150 people by January 1 1974 with the new program sta ng soon’

thereafter. As of«July 1, 1974, ChlS expectatlon had been fulfilled well beyond

the level angicipated. Six new contracts, to tra1n 215 people, had been secured.

R Another'tralnlng program was conducted by TWO/WCDC but not within WCVIL, durlng

L 4
.

the two-year period., ThHe WCDC Clean and Board Up Contract was am agreement w1th
the JLjtinois Inseitute, for Spcxal,Pollcy which provided wages to former welfare ’

rec1p1ents who would bé hired by TWO-to cleap and board up abandoned bu11d1ngs 1n

" WOod&awn 'TWO also agreed to ‘supply all necesSary materials for this act1v1ty
¢ .
AR Reports-ln?lcate that 15 Woodlawn:re51dents were employed to clean and board up

a fotab of 7 bq;ldmngs in Woodlawn. At the time m11estones wer be1ng set, no

o »’,fbfrthew" act1v1ty on thls',pro,_]«ect ‘was anticipated. -

. A3

’ ' : Agihou%h‘lt ls-difflcult to quantlfy the performance of the referral service
' ;5‘ toe communrty :e§1den£sg Tes’ value should not be overlooked. For example, a black
. contractor, 1dehtlftad andéstrongly promoted by ™O, was awarded contracts by the

‘= »
.’ 'Ch1cagm~Transq: Awmhorzty to paint the el structure rﬁnnlng through the center of

&

WOodlaﬁn and to construct a substation power plant. Subsequently, the Manpower

e leiélon of TWO reﬁgrred several people to the contractor for painting aad con- ~

3 - o es®

g qsttuct;on Jobs <, \

L)

» The ab1l1ty of the CDC to influence decision making on the city level in

¢ Z" this manner and tHEreby 1nd1rect1y enhance the likelihood that Woodlawn residents
reﬁerred téfiobs created by the contracts w111\be hired is illustrative of @ o
51gnﬁfloantr%ﬁass of activity in the .CDC process--lnteryentlon in the production
of goods-and serv1ces undertaken.by institutions other thdn the CDC. That is,
f’.:_ -in’ abdltlon to diYect production activities, CDCs also engaged in a set of activ-
' ‘ 1t1és designed to create. a more conducive, opportunity/constraint structure in the
PO "environment . oo .
..xb . "One of the major constraints affectlng the effectiyeness of the manpower‘ )
'(} vefﬁort in general according to TWO's D1rector, is, the naturevof national manpower‘
REe 'ggiicy That is, national manpower programs are designed ‘to address only one of
'5 the crucial aspects of the employmént picture: gkill tralning and upgrading®of
e 1ndividuals Another important aspect which is not currently addressed, part1-

.- cuIarly in terms of provision of funding, is the development and analysis of

w skill 1ng@ntory relatlve to job inventory in the local area ovet’ time. The poten-

, »tial impact of manpowetr programs c0u1d be significantly inéreased if these two .

aspects--skill tralnlng and sklll/job 1nventory--cou1d be integrated. . Past and
x , .

.
- - P
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current MDTA conttacts do not even provide .funds forsjob development activities
- - . ' / \ .
requfred to place the graduates of a given”program. -
E. Communitziserv1ces Divisien. ¢ - L - -
$ ‘ The Community, Services D1v151on of . WCDC encompasses two activities- the

-~ -

Greater, Woqdlawn As51stance Corporatlon and the Black Ad0ption Agency. The latter

is a new program which’ began operatlon in July 1974. \Consequently, this section

reports only on -the perrormance of the Creater Woodlawn Assistance’ Corporation,

e -

. -

1. . Greater Woodlawn A&sistance Corporation: - ‘ , N

"

. " The. idea of ﬁ/ov1d1ng heach services to Woodlawn resldents through a Health-

Malntenance prganlzat16n (HMO) origlnated in TWO's Model Cities Plan 12\1968 Ann‘
HMO is basically an organized health care dellvery sys tem deslgned to serve a
deflned population (those in the community who enroll on a prepaid basis) with a
compLete range of quality health services. When~this evaluablon began in the &
.summer of 1972, GWAC was§t111 in the planning stage, )
Funding for p1ann1ng was obtained from the Department of Health Education,
- and Welfare ($45, 000) and the State of Illinois Institute of:Social Policy . '

($100,000). The Offlce of Economic Opportunity also agreed to provide $710,000

4°

Y in 1972: .$100,000 for equipment, $250 000 for renovation and/or construction of
- a‘facility and $3 000 for Operational and administrative expenses . ~‘ . I
The official openlng took' place on July 16, 1973 at what was then expected

“to be the temporary 1ocation of the facility on.East 63rd Street Plans were
under way for the renovatlon of Woodlawn,Gardens Plaza, the 1ntended pennanent _‘
'slte for the center. The services of the health center were designed to promote
both primarx and preventive health care by the provision of a comprehensive package
of medlcal serv1ces to those families enrolIed in the program, including general
phy31ca1 evamlnatlons, dental care, psychlatric consultation, and ophthalmological

tservices. T ¢ i . , . i

7 r

, When the center began servicing clients in‘late July about 2, 000 people had
been pre*eg;olled in the program in antlcipation of an agreement with "the State
df Itiinofs on a Capitation plan. At opening, the state had not yet issu@d its
guidellnes for capitation. Prior to capitation, GWAC was . to operate on a fee for
service basis ""Once.capitation-plans were formulated; GWAC ‘would receive a flat

« Sum per enrollee per month in exchange for the provision.of a gpecified package

of Berfvices to be provided as needed to aach enrollee.” | ' .

. R .
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‘Milestones and Achievements i "

~At the time milestones were set, there was considerable uncertainty surround-
1ng the future of “the health center. One’ factor was .that the state s position on
capitation guidelines/remained unsettled A second unresolved 1ssue concerned the
. feasxbility of renovating the WOodlawntGardens shOppinggmall to accommodate a full-
scale HMO on a permanent basxs Finally, the &ixon Administration .was attempting
to dismantle ‘the Office of Econemic Oppbrtunity at this time and OEO officials .
. could not guarantee the’ funds reserved for GWAC partly because reSponsibility for
the HMO program was already ina state of 6rans1tion from 0EO to. HEW '
Despite these difficulties, milestones were set 1n accordance with expecta- ‘ e
tions of TWO and GWAC 's staff The targets reflected achievements which were
deemed necessary 1f the MO was to survive beydhd the year for which’ performance

l is beiﬁg evaluated. Selected milestones and achievements during the evaluation . .

year are shown in Table 16, .- < i "
- .. . ' ¢ .
A : - Table 16 ‘
GREATER, WOODLAWN ASSISTANCE CORPORATION - SELECTED /MILEs'roivEs' AND ACHIEVEMENTS, *
. = - N . ~ -
o ;“ Cenc . T ,dActual -~ Expected - .;' Actual
‘ 'ﬁ,-' N~ .o « y During L N During “° %buring_ -
. o Lo the year, [ the year, AN the‘year,
’ 4 . - B
Lo . .| As of | /1/72 to | As of { 7/1/73 to| As of*}7/1/73 t¢ .
L. Milestones . ﬂ;}/73 J/1[73 /16 L 1/vEms | 7/0 76 ) TR 74
- > SR - a ; — " — .
> 1. Number enrolled 2,013 . 5,000 ‘ - F54° - _ ) ‘
2 Staf ] 14 v - 31 | - , : 13 : “ .
. 37 Average number of - - ) G - ' T
visits per week | 42.25 ). . - '20?, : , 67 <
4. Total revenue . . L * $208,000 , . .$ 213480 -
: o . B C Average " |-(Average ' ..
T 1 r _ - ‘ 0 visit) o $7.26 :
, (gf K . o - . , ’ o . ) e . N viSIC)
5. Total expenditures T .o $210,000 $253, 669
,'aNot operable durin{’this period bRegistered‘- Note ' Additional milestbnes e o

. were established for . funding available and net income (loss% L L

[3

™

°

Based on the figures §hown, the°exper1ence of GWAC clearly did not reach

the antic1p ted level of performance A number’ of substantive changes in the . ) L
.'operatiwe £ amework for this entity have occurred, however, and as a result“_

N straightfo rd comparisons between targets andy?chievements do not lead €p. as

meaningful a interpretation of performance as would otherwise be* the cage . . It -y

"

. should be.noted ‘alsoy .that the 1nterpretation of perfbrmance for this particular

acqivity 1s somewhat limited by the lack of ny cOmparative standard, i.e., . ) =

v L
7

e o ey, E

. .
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there are no previous years of experience for GWAC itseif and we have n6 data on

HMOs operating in other communities with s1m11ar populat‘ion Qharactenst}cs
The first mitigating’factor relates to che targeted number of enrollees.
The “figure shown in the /t/able for enrollment as of July ], 1973 actually "feflects ]

the number of people GWAC had pre- enrolled Nn anticipation of 1 inent eapitation.

During the year, however, it was discovered that pre- enrollme t was not’ legal and . )

had to be stopped. As of July 1, 1974, therefore, there wgfe no énrollee5°‘ in'st°ea'd,' }

there vere 954 people egrolled in the Mid- Sout’hs:de Hea th Services Plan, Im: s ‘ N

the state chaggerved HMO, who elected to register wit/h GWAC as their medicai group .‘°
! - As of that date, GWAC beéame one of several private groyp practices contracting ) ot

- '/ . with the HMO to provide health serv1ce;( : b “ ‘

During much o

e
was in a state @f flux Consequently, 0 .
the health center schedul®d patient v191t.s and servea—wa'l-k-i-n...pa.tients on a day-

to-day basis without reference to a defined+service pOpulation and without a B

s N

the opera tive enviromn for

capitapidn contraét with the state. The administrator of 'GWAC 1ﬁdicated that ‘,tw“m“ ‘
. during the year 2 958 pat1ent "visit \were handled by the Center,‘ aboutv}ﬁ& v1eits ° )
per month or 67 per week. -The costSf operatlng GHAC dur1ng this p,eflod was
5.76% It should™: , =

AC since QEO's jrant _, N

$253,669. Thus, the average cost per visit was approximatel

M . - .
be noted that these Opérating costs were not absorbe

Y

pfovﬁied for reimbursement. . AN " " S . . T

£

.
-

Siqce capitagion did not 6ccur durlng our evgluation, GWAC' s sole sou;ce ‘of S
carned revenue was fee collect'ion from patient visits. As. evidenééd by the ex-
i tremely .low fevel of reﬁenue GWAC was able to- collect-, it is clear that capitation.
| had to become neality for GWAC to survive. At the expected capitation rate of
$15 pet enrollee (GWAC would need approx1mate1y 2200 enrollees registered under its )
center to generéte revenues suffic\ient to match the current "level of the HEW subsidy-
for~ fthe year beginnikg July 1, 1974 $398 584. Given enroll ént data for only two
N hmu--uamnf}:\
‘cult to assess the prOSpe ts for achieving an enrollment of 2200™y June'l,”19

L
pomés “in time--954 as ‘of July 1, 1974 and 1020.as of July 3

As of this date GWAC is expecced to be self-supporting on ‘the basis of the\capi

>

"-. .tation payment plan and .some fees for serviceg. An average of 118 new enrollees

.
per month ‘would be requlred to meet this goal. ) ' ' . 1
, In the long run, it may turn out ‘that GWAO -4+8 much better off as ‘a priva@e Y ‘

group participating in a network' than as an individual HMO. There are .at least

two obs?rvations whigh.cz

F:Lrst » the poor,
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’ \experience of\GyAC during the last year in generating revenues is’ a clear sign

- A

.
g . .
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\\hat dipect payment patients could not support operations A second relevant

obseryation was offered by Gorden ﬁ?ClOud former! Director of HMOs“%of HEW to .
-/

.,

. Stephen\P(ice of K S. Sweet\Associates in November, 1973 :

~
. thereﬁhas been little experience with HMO s whose.client
population fuld be characterized as exclu31vely‘"ghetto" residents.
Typical ﬂﬁb*s\build on a base of middle-income resfidgnts/or.

ot industr workerS\and attempt to expand serv1ces to’ lower~income’
e families, usually with\limited successsl - ¥ .
F. WO - Community Organization '\\\\ ' N

¢

e

. '605 and the '703, from protest to program to real estate,developmeht and manage-

o 3 i o
_‘”*______ﬁggt*_hasﬂh;gugb:—abeuq significant organizational and allocational shift /in

aresponse to' cnanging priorities, the Community Organization component remilns an’

- .;' (1) to maintain protect, and build a strong and v1able community

1ntegraL part of the WOodlawn CDC - The major objectives of this componént are: ..
/

-+ . bage, that, pase being définéd—as—the sum total of reside ts
. qf the: cemnanity who recognize its viability ‘or pOtentl 1

. . viability'and who are either members,of TWO or pledge gome’
. sort of allegiance to the Organization . K -
S (25 " to generate a ‘high_ degree of ‘involvement and to mobilize S ”
S et e T act%on around problems ‘and. i ssues within the community, and
4 ;’ffﬁij N (3)1 *o rehhance the v1ab1ficy of WCDC's ventures through the T

utilization of the community organization base. s U

. 0perationall§, the achievement pf these goals 1is soughﬁ\through activibies~.

imp lemented by“the staff of TWQ in féur major areasi’

(L) Neighborhood Organization, R ‘TB ’ e
{2) Environmental Ao}tﬁn.Progranu*,}“. * , oo
3 Tenant Awareness Program; and -, " ° BN . -
(4) Social Services. N . . Yo . " “ .

During the last year, these activicies were fundbd primarily through three
grants: approximately $l&l 325 from’ tﬁe Ford Foundatibn, roughly $10,969 from
ACTION/VISTA, and abeut $8 500 from the Methodist Church. The other source of
evanue, generated directly%by TWO 13 TWO's -fund raising campalgn which takes
lace” in conjunction Wwith the Annual,Awards Banquet According to the Income -
Statdgent for TWO for the period July 1, 1973 to’ June 30, 1974, appr?ximately
$%7 00§ was raised; although some of this would have been used to cover part, of
fWCPC" xpenses. Through the efforts of the‘Coumunity Organizatibn staff other

" 1. From Technical Advisor' s Report November 1, 1973.. ' : _‘ .

L. 3 ‘. O .‘ A4 * hd -
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In this section the ,current activitie of what was once -the only component of
. the WOodlawn Organization are discussed. Althoug ~the shift in emphasis between the
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funds are mobilized for direct expenditures on activities (by the funding source

Ll

tself) which are of plausible benefit to the Woodlawn community. One example is

th dollars Spent by the Boys Club on youth programs developed in conjunction with

~ :
e Tenant\AwarenessQ?rogram for Woodlawn Gardens. AN . >

LY i hd

.
As in thé case of the Restoration Corpqration s Area Development programs,

"~ most of the act1v1t1es of thlS component of TWO/WCDC are directed toward inter-,
S AN
vening in bhg\actxvxties of external institutions in order to bring about improved

AN ~ ) -

N segvxces/conditlonsxﬁor the community, or providing indxvxduals/groups with

* information, on accessibility and use of services, or directly assisting the indi-xvyzj<ff
*:?iaﬁalsfgroups in obtaining particﬁl??“?éfﬁ%ﬁésf' The relevant OUtpﬁf‘WﬁiEh’results
*~*;”/from these'kinds of efforts is difficult to determine since they show up in changed
attr\butes or activities of the ”other" party,,be it an institution, an 1nd1v1dua1
or a group \\For this reason, knowxng that 400 peaple were served by a particular
*social servxce program is less useful in interpreting its performance than knowing
that 400 units of housing were rehabilitatedfwhén assessitg performance on a

& L g

. rehabilitation project.

. o -
A Since its inception, TWOrs Community Organization component has designated
neighborhood organization as its first priority. TWO's efforts in thl§ areae focus-
.on maintaining_the activewlnvolvement of the member organizations, referred to-as
! "the Federat;on of TWO." These block clubs, civic groups, church groups, business- N
mén's associations, and tenants' unions make up the community base TWO regards as |
vital to 1ts continyed v1ab111ty as a community organization. The members of these

Yo

"ﬂm
organizations elect the Chairman of TWO's oard who also sérves as the Chairman

of WCDC s Boarg, and other officials of

. In addition, a certain number of
-
ganization to serve on the Delegates

S '
QTHO. . : -
’ I/

The second maJor area of 1nvolVement of the Community Organization component

delegates areyselected from each member.

Body, the maJor policy maiing\chponen

during thé evaluation year was the Envxronmental Action Program. The EAP subsumes

many general categories of activity that have received attention from the Community
Orgamization staff for the past several years in 1973 these actiyities were organized -
under one program which was to concentrate efforts to manage external environmental ’
facbors in the speclfic area of Woodlawn where major redevelopment was. about to
co&e under way. In- féct ”the EAP was, and 18, viewed as an essential ingredient

E.d
of the ultxmate success and v1ability of WCDC's Real Estate Development projects

whrch w;ll depend heavxly on the overall quality of tHe environment. Thete are

six areas.of concentration wlthin the Envxronmental Action Program:
n& y . / - - -

PR R K . ‘. . S——
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Aruitoxt provided by Eic:

. ' 67 )
- RN . “. . :
) < (1) building demolition and ‘code enforcement, - -
* (2) gducation, , ‘
(3) :crime prevention, .
(4) transportation,. . ’
N (5) -sanitatdion serv1ces, and -
. (o) - fire prevention .

Milestones for . the ‘evaluation year were chosen for only two of these areas, education

-~

. and building demolitlen and code enforcement
The third major area of activity during the evaluation year Concerned the

Tenant Awareness Program for Woodlawn Gardens. There were two major objectives ‘of

~ TAP during our evaluation: (1) to involve residents in the discussion of manage-

.. f H . . N
ment problems and the implementation of decisipns on how these ‘problems should be

treated ahd (2) to develop .educational, recreational, and social.activities to

AN .
involve the residents. - et e e
% " °

. A representative sample of milestone targets and achievements for these three

The figures indicate that the Community

.

. . areas of activity is shown in Table 17.
' Organization component succeeded in meeting targeted milestone "levels for the most
part. Our discussions with the staff of TWO and the 1nformation we gathered about
their efforts to mobilize actlon around community problems and issues showed strong =
concern for generating 1nvolvement and deliverlng results to the community. This -
"is -an important aSQéct of performance not reflected 'in the milestones shown.
The final major area of activity of the Community Organization component was

Ny

the Social Services Program. Thewfctiyities here focus on: (1) direct interven-
- + tieons made by Communit} Organization sta%f, on behalf of residents, with municipal
) %epartments'and (2) other assistance provided to. residents who are experiencing
some problem with social service deliﬁery. Milestones were not establ¥shed in
. this area, although some measure of accomplishments for}the relevant time period
hag been provided: DLrihg our evaluation, the staff handled and reached some

resolution on 400 complaints pertaining to housing, 1600 pertaining.to a variety >

-of munlcipal servﬂces, and 975 pertaining to welfare,

r

s\

.

’

1) s .
' . * It should be noted, also, that aside from the activities under the Enyiron-

PR ;ental Action’Program TWO's .Community Organization saﬁff expected that a considerable
" portion dﬁ their “time would be Spent on seéuring the sanction of*the community for
WCDC 8 overalL redevefopment §trategy, prrmarily ‘through a series of meetings on
different levels of the community These efforts were not necessary because re- - ;
development plans were subsequently limfted tq a- demonstration project. The" -

¢ -

- Community Organization- component was utllized,‘however, as the vehicle for informing

o

the residents of Woodlawn of the reasons why Jackson Park Terrace's rent schedule -

. - ( 3
— . >

would be so high. ’ ' : .
O ) : f

. / * .
Rlc L
) ! . 4 ‘ X . .
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COMMUNLITY ORGANIZATION - SELECTED MILESTONES AND AGHIEVEMENTS

< Table 17

. ' . Actyal Expected °. Actyal
" . { During During During
_ ’ T the year, the year, ' the year,
T ‘ _ As of | 7/1/72 to] As of [7/1/73 to|{ As of |7/1/73 to
" T ~Milestones 7/1/173 7/1/73 7/1/74 1 1/14 7/1/74 7/1/74
: Neighborhood Organiza-
tion '
1. Number of-neighbor-
hood organizations 124 |- 124 124
2. Average number of ) ’
active members per ' '
organization : 26 > T 26 26
Environmental Action ; : I
Program j )
1. Participation of Ny .
. parents in educa- ‘ 1 -
- tion process : ™~

- -3 .
s a. Number of organ- /////,/,wf
- ‘ized 'parent . -

councils affil- " .

g ) 13 /10 P '.:'.::
. . /

‘ iate
2, Fund eraged from .
\ Boarg Education ,
a. Lapital .improve- ‘ i . -
' /'ments for 1 school . $350,000{ . /16604 ,788 |
3. ABuilding, demolition - ) / . ©
. code enforcement | S/ :
T a. Number of build- . | - S 1 - /
* 7 ings demolished - - 16 ) 46
Tenant Awareness-Program| . ' : ' ’ et
1." Number of residents \\\ ’ : .
] being served . , ) 362 S 1,7002
© 2. Average number of . ! .
. tenant meetings held - ,,/) ‘ '
: per month ' _11 23’/ T 16 .
3. Average number of | ° - . "
residents attending . ‘ - ' v ;
per month \\ 99 R /XY 445

4. Youth Training and ‘*j\\\\
- Development Summer *\\\\\;\\\ - 1
Ad . >

grogram 1~ e
a. Number of youths .o
aged 8-18 involved ‘ . 750 750

8Total .residént population. Note - Additional milestones were estab}ished for:
(EAP) number of parent meetings per month and average number of parénts attending
per month; (TAP) number of residents being served, funding (stipepds to VISTA
volunteers and salary of supervisor), mumber of VISTA volunteers/working on program, -
\?CEB Programs) number of people served, Model Cities funds (saldry of teacher), ¢
monthly newsletter circulation, (Community RegBource Informatigh Program), number of .-
outside speakers, imputed value of services at $50 each, and fotal funds leveraged
Q for TAP from outside sources (excluding VISTA): . '
. ERIC | o J
s | | - '7¢1 : /- . -
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Early Childhood Development Center ) Vol e
. : v * . v t -
Since January 1968, the Early Childhood Development Center (ECDC) has con- e .
A ~Y: - .
w_w;’_,,.,.ducted Head Start Programs as a Delegate Agency authorized by the Department/of ~g ' . l

Health, Education, and Welfare, Office of Child Development. Fu d\\ior this prdgram DS
are channeled through the local Model Cities organization kpown as the Chicago
_ Committee on Urban Opportunity. k K

€

Milestones and Achievements - - ‘ "

3 . *

. ECDC's contract with HEW covers a one-yeaxr period from September lst through e
August 31st. Six classes are conducted on Mondays through Fridays, in two sessions |

.~

lasting three hours each. Children attending these classes range from three to . S

five years ot age. choraing to cne*ruiurmatron—prevédeéT—&%}—eé—she*iamilies

benefiting from this program re51de in the Woodlawn community. ©oe
. During the year for which performance is being evaluated, ECDC achieved its )
expected level of output. The contract with HEW was renewed. The shortfall in

. * .
the number of children actually served is due to the fact that the maximum capacity

which the facility can handle is 110 children, although HEW has stipulated 132

children in past contracts. The, contract now reflects the realistic capacity.

!

) Table 18 ‘ . ) M ‘
EARLY CHIEDHOOD DEVELOPMENT CENTER - SELECTED MILESTONES AND ACHLEVEMENTIS
Stock ‘Fiow
Expected ) 7/1/72 | Expected | Actual '
As.of as of As of to 7/1/73 to{7/1/73 to -

, 7/1/73 | 7/1/74. | 7/1/74 ) 7/1/73 7/1/74 | 1/1/74 e
1. Contracts awarded R §151,501 | $146,749 | $150,032
2. Number of children . : . -

served 132 | 132 110 |. "

‘- Note: Additional miléstones were established for: volume of contracts awarded
since January 1968 ($), number of WOodlawn resxdents emp loyed fuL{; and part-time.

-
;

1f we assume that the tetal cost of the program is approximated by the maximum
allowable cost- -reimbursement specifued 1n the contract plus the imputed dollar value
of ECDC's contribution of services in- kind (volunteers; f1nancia1, and administrative °~ ,

' duties), an estimate of the average cost per chtld served can be derived. Total

cost would be approximately $190 000 under this assumption, S0 the average cost per

child would be about $1,727 if 110 children participated in the program.

<




@ . . N - . . .
T * M . - . 2 N
. « anr @ . 3 .
- ] It is worthwhile to note that one of the primaty benefits of an activity of
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CHAPTER &4

* THE ZION NON-PROFIT CHARITABLE TRUST

. . 4

Intreduction ) . . :
fhe Zion d?ganization'was developed largely thrdugh the efforts of the
Reverend Leon Sullivan, In 1962 Reverend Sullivan initiated a program involving
members of his congregetion at Zion Baptist Church in Philadelphia called the
"10-36 Plan.” Through this plan, h;s'ﬁarishioners would 1nvest $10 per month for
36 months in order to build apartment housef, shopping centers, and ;ndustriEI
enterprises. The 10-36 plan met with initial success in the Philadelphia area
and led to tne initiation of the plan on a national basis. Panticipation in the
program remains, however, largely confined to Philadelphia.

The early Zion emphasis stgmmed from Reverend Sul&ivan's se}f—help programs,
the most successful of which was the Opportunities Industxialization Center (0IC)
manpower training pxogram. Initially this program was a mechanism/é;r training
local residents for positions in industr&. It addition to the funds derived from

.

the 10-36 program, OIC obtained contributions*and support from the local business

community, in the form of machines with which fo train workers and curricula that
would prepare people for existing jobs, rather than for jobs which might never .
materlallze. 0IC, which also drew support from the federal government, spread to y
over‘70 cities and to some forelgn countries.l 1In 1965, Zion Investment Assoc13tes_

(Z1A) was formed as a conglomerate of potertially profit-making enterptises In-

the .following year (1966) %1on Non-Proflt Charitable Trust was 1nc0rporated ‘in the®
State of -Pennsylvania, as an- umbrella organization for the "soclal" or, ndé for=.
profit programs of Zion. This division between the for-profit entitiéé and tne”/'ﬁ?
_not- -for- proflt progfams is similar to that in Restoration and The Woodlawn Qrgani;
zation. However, the influence of Reverend Sullivan's leaderehip iSrstill strongly
felt in the 210n entities and, consequently, less authorit /1s delegated to indi-
vidual/program managers than id true ih Restoratlon ////y
- Zionm received its first grant from the Ford FotGndation in 1967 to refine and

strengthen its economic development act1v1ties// A grant of $400,000 was made to

%

ZNPCT to finance the construction of the ‘En epreheurlal Deve10pment Training

*l. We were not asked to evaluate the OIC-program in this study. .

LSRN
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Center as part of Progress Plaza. By the end of 1970, the Foundation had contrib-

uted over $1.5 million, and seweral contracts with federal agencies had been

B

’ seé‘ured~ The non-profit proJects administeréd by the Trust were organized as » -

separate activities, primarily funded by federal contracts. The largest expen-(
dirures were directed toward training or assisting minority entrepreneurs.

By the year ending 1971, ZIA sales had reached an annual level of $3.3‘
million and expenditures administered by the Trust since 1967 had surpassed $5.5 ) !
million. However, because of continual yearly losses for ZIA, a reorganization
was inst1tuted which entailed the transfer of Progress Property Management System,
Progress Constructlon Company, and Progress Development SerV1ces Corporation to the
Trust. The main reason for the transfer was to improve the financial position of’
ZIA, while providing an opportunity for the three transferred entities to develop.
their profit-making potentigl with subsidization. During tne year for which.pex-
formance was evaluated, ZIA roughlysmaintained the earlier sales level and ZNPCT's
expenditures were about $2.3 million. C )

Because of the leadership of Reverend Sullivan and his emphasis on developing
varlous self-help programs as a means of improving the. conditions of blacks in
Philadelphia and the nation, the relationship between the Zion organization and "
the community of PHfladelphia is different from that~of Restoration and TWO and u
their respective gommunities. Zion does not serve a community that is as geo-
graphically well-defined, nor does it appear to have the level of community input
into policy making as in The Woodlawn Organization or Restoration. ‘The prf@ary
vehicle for community involvement in the functioning of the CDC has been through ’ .
the 10-36 program rather than through a federation of community groups as in-TWO- |
or through nelghborhood centers and local board partigipation as in Restoration..

In this cha;?gr, we examine the activities and performance of subsidiary

organizations of The Zion Non Profit Charitable Trust, (ZNPCT) and, to a lesser

oy .
extent, its affiliated. corporation, Zion Investment Associates, Inc. {(ZIA).
Within the. Trust, there are seven,components. The first three constitute ‘ ..
the physical develégpent group of ZNPCT - ’ . . ’ .
(1) Progress Development Servides Corporation, - i ] N
(2) Progress Construction Company, and ) . ) T
Kﬁ) Proé%ess Property Management Services, - = . p o NP e
All th¥fee of these. entities were designated as potential profit/centers by the o }y”?.

Trust Since January 1974, the Trust's 1eader§ﬁip-has emphasized, the construction

cmnpany .and the manqgement company’ as the most likedy to aahieve profit generation

in the immediate guture. The development company is not noQ considered a profit

center. ST : . ’ '
| . .78 . Lo
E . . Co SRR . NP




The remaining four components of the Trust are subported,primarily:hx\funds

secured from sources other than the FordﬂFoundatlon. " These entities are: '\\\\“wf‘\
(1) Progress Venture Capital Corporatlon,
. ‘ é / (Z) The Entrepreneurial Deve10pment Training Center/OMBE Affiliate, .
(3) National Progress Association for Economic Development, and -
(4) Progress Education Program. : _ imﬁ

<

The first three entities conduct operatlons in the area of“individual m1nor1ty
enterprise and encrepreneurlat development. The Progress Venture Cap;tal Corpora-
rion, a Minority Enterprise Small Buslness Investment Company GﬁESBICQ; is engaged -

1n loan and investment activities in minority bus1ness while entﬁep%eneurlal

.

development and lodn packaging activities are primarily conducted by the Entre-
preneurial Development Training Center. The National Progress Association for’ 7
£conomic Development is a national center which supervises and monitors the activ-

ities of several organizations ‘in other cities which engage in business packaging

<

and loan procurement for minority entrepreneurs in their respective cities. The *

Progress Education Program was instituted as part of the- 10 36’program and is not

'currently a maJor activity of the Trust ) ‘ . « ) -

L . The for- proflt cprporatlon affllLated with the Trust, Zion Investment,Asso—

ciates, Inc., consists of five subs181ar1es at present:

. 7 A Pl * ) -
.t (1) . Progress Aerospace)Enterprises, Inc., . ' °
, -7 (2) , Progress Product ‘Gompany, L ‘ ° ST
(3) Progress Plazy, .- . - . .
. . ' L . N ¢ B o .
s (4) Our Markets); Inc., and . * L .7
~ (5) 'Pnogress/%nterprlses, Inc, . T - * S

.+ . All of the businesses of ZIA® are for-profit operatlons although prOfltS ‘have not

* been extens;vely generated to date. Progress Aerospace Enterprises, Inc. ano

Progress Products Company are electronlcs manufacturlng businesses. Prdgress .
' Plaza is a shopplng ceater W1th commerc1al space for 19 or 20 Stores plus offlce *
. space which was occupied by the Trust and one of its affiliates durlng the - -

* evaluation period, Our Markets, Inc. consisted of four qhaln food stores which

did not prove successful , All were be;ng phased out durlng the evaluatlon year. ' .

. .0 (Y .
Progress Lnterprlses, Inc,, .is iIA s real estate holdlng company e 0
B -° ) k3 ' . ek . ’
. . D S
AL fhe Zich Non\Prdf1t Chanrta&le,Trust‘ ‘ ': s EN B P I
_' . \ . ‘.' . % - - e . v F L} ‘ ‘ N ... Afz' \,:‘f: ..
T *.“aglg - Progress Development Serv1qgs GorQAratlgn o 2% ) 4 - ;?' . )
1;:”3“,? -"' Progress Development Serv1ces Corporatlon (PDSC) is currentf} a componenx 'f;ﬁ'-Q
a hth of the phy31ca1-development group of The- Zlon ﬂon Proflt &harltable Trhsc (ZNPCI) 4.
. (N —\m PV A .,; s R d‘ LR, .o . . E.
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At~ present LPDSC‘ns nqt structured-as a separate profzt center and does not earn

- N

an 1ncomé ﬁor“the work performed ’ ‘ o o -
\'.én this evaluation began PDSC was a subs1d1ary of Zion Investment Asso-

e cxates (ZIA) and constituted-8ne of the potential profit d1v151ons of ZIA's
Commercial Group Durlng the time it was affiliated with ZIA, PDSC ponducted two
or three feaslbxllty etudles and‘deveIOped one shopplng center, all in c1t1es Qther
th&n Phlladelphla , In 1972 plans were belng formulated for the development of a-

| second shopplng center in uarrlsburg, Pennsylvanaa Durlng 1972, there was a
shift 1n.empha31s from the 1n1t1a1 focus on research and’ feas1b111ty analysis for
outside concerns to direct commerc1a1 deve10pment partlcularly *shopping center
development . " L e . . P s
In\early 1973 PDSC' was transferred from ZIA to ZNPCT, along with the con-
struction’ company and the real cstate management group. The pripary reason for
this reorganlaaﬁlon wa§ that these subsidiaries requ1red~substantfa1 financial
sub51dlzatlon over an extended period of time. ZIA was not 1n a pOSlthﬂ to provide-
these funds and 1ts future was being Jeopardlzed by their need for contlnued support
* The staff s.responsibllltres encompass all basic deve10pment servigces, in-.

cludlne'land achlSlt&On, fxnanclng, market1ngA_ang;coordlnatlon of constructlon

- ©

Milestones and Achieveménts'

In the summer of 1972, PDSC' s major act1v1ty was th identification and acquis

sition of a site in West Philadelphia for the deve/p ent of a shopplng center In

addltlon PDSC was attemptlng to secure a refund Lrom Ehe PHlladelphla RedeV%IOpment

Authorlty for thle funds pald 1nué\§u1r1ng land in Harrisburg, Pennsylvanla The

v

sh0pp1ng center plans there had. been‘dlscatdedﬁbecause flooding had destroyed neny

of the’ homesoln the‘desxgnated trade area for the center e j e

! when mllestones were be1ng set for‘fDSC three main profects were eﬁpected

-

to* be under '’ way durlng the ear for whmch performance was being evaluated the
West“Phltadelphla Shopang Centen, the development of an .area adJacent to Progress

Plaza, and plannlng for the largeascale redeVe10pment of one partlcular parcel of,
nhe /

land. 1In edd1tlon§ the funps 1nvested in’ the HarrisBurg Pro;;g;ﬂﬂere expected to

~ e
st - [y - -

be-recovered“ m“ C ‘.§¥§ :

-
P K3 wed
w2

L .
e :
. . .&[n the.course of detetmlnlng,mlleétone targets for the period July 1, 1973.

~,- “

'.tnrough * June 300 1974 ‘PDSC 1nd1cated that mbst £y the effort durln& the perlod

. would be devoEed to negotlating Land acqulsltion anﬁ;securing ,commitments from ’
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A ruText provided by Eric
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» rather than achievements to be accompllshed w1th1n the evaluation period.

.
.

PDSC did not reach its mrlestone targets proJected for the’ evaluatlon/ except

in renewing an Optlon on land for an expanslon of Progress Center. This is attrlb-

utable in part to the uncertainties and delays encountered by any. organlzatlon

undertaklng activities of a developmental nature, part,culatly 1n ‘the early s tages

However there are some indications that part of“the problem is ¢

of develoPment
dLrectly attributable to a general lack of clawity w1th respect to organlzatlonal

rletLOHShlpS, policy, and d1rect10n which, in burn, has contrlbqted t6 less than
/

satlstactory fulflllment of EUhctlonaI'ta§ks in some-lnstances ‘ Some of the speplflc

<

~
” A4

J.problems are pointed out below. - ¢ *

- M

) In early.1973, after nearly, one year of negotlatxons and 1nvest1gatlons relat—
,‘1ng to the initial éxﬁe\chosen for the West Phxladelphla Shopglng Center, PDSC was

Investlgatlonrof the

o

'lnformed that the owner-| lhad deelded not, to sell the propemby
feasxblllty of afsecond site, previously 1dent1f1ed by~PDSC s dlrector, began at
thls,tlme; Plathing for\thls alternate sate, owned by the’, c1ty, occurned durlng

the evaluat10n period. jubstantial delays were caused by the- fact thac the. Phxla-'

delphla Board of Edugatlo hadcsecured r1ghts to the' 1ang for znstlﬁutlonal uSe, .

and although thelr eapita budget indicated 1nsuff1c1ent funds for new school

constructxon on,the 51te, the anrd did not wdsh ‘to rellnqulsh Lts optlon onrthe ef“'”
Pt was not untll late spring of early summef of 1974 that thé‘ﬁoard of

l";i

obtainedﬁthe requnred ,r

r'J‘ ‘

parcel
Educatlon flnally rellnquLSQEd its rights' to the land and PDSC

, change in zoning, from puh}xc/instltutlona} to conercxaa area/éhOpgxng cente;-land ';

use, The change in de51gnated use necessitated a reappra1§hl oﬁ-the siﬁe s V

by the Redevelopment Author1ty which-not only causedmfurther delays,nbut'alsd
CNe O e e,
requlted in a s1gn1f1cant1y hlghervpurchase pxlce o ,~_::‘ 3

.

.

of Progress Plaza

b111ty of expandlng the shopping center in early»l973 ‘Shortly beﬁpre ﬁrpal

£0~ the Plaze had been “V

changed to focus on the development of a c1“eCecenter type‘é/ Theenew

s
milestone targets were ‘set, plannlng for thé area adJacent

facxllty,_

xqeaq also concelved by Rev%;end Sulllwang.was a551gned %o PDSQ'for feaSlbe;ty

analysxs.because an acceptabl% ma jor' tenant for a. ghOPPlng qenter fac:.l:.t:y',,couldu.-."A

. ’

~ v .
o :\\
. 4 -~ . i
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., The maJor struqture to bc developed would b¢ a multi- purpose facility with., , *

a seatrn'g capaclty §f 5,000 to’6 ,000 p.ersons'whlch ‘would pmwde _space for concerts .

3 and othgr ntcrcatlonal, é:ctLVltieS Other space would be @sed for banquets ‘!and

. other groyp * fungtlpns of'fmt space for a "‘numah reslpu;cnes center" would also be - '
prov;ded 'Ilhree o:hz: structu;‘es to be developed were' «tp prov1de Space for STt
s comercldl/retall use, a thea,tre for ‘the performn’rg ar};sv, aﬁd a tire center ) :‘. . L
'.:C ’ . : When our'evaan-tlonOteam v1s1‘ted Zion: 1n {uly 19‘74 to gaf:her ;mformatlon on : ".:
N tht_ll’.' attual atcompllshments durlng the rﬁilestbne perlod we were 1nfo.rmed &at ;:ur‘rerf l
alans for the area adJatent ‘to the Plaka were tb- d'e‘v*e,lop a, huxhan serv1ces' center ) ‘ I~ r

- i *Q
;s and Spacet for use, by the Of[C", It was 1nd1cated that on,e request for f1na.nc1ng

- v, . i .

: ! gssustance from the E,tdnom.lc. Davelogm%n dmmlstratlon, was llkely to be approved

. although p.mb"ltms-thad arisen w1th respect to local bank - part1c1pat10n in the s
. upanclng whlch had tQ'"bt r,psolved before 'furth@r actlon could be taken Jhe

. e optlon Tld by the Tust on’ the Lénd was .renEWed as expecteﬂ in'March or Aprll

LI ¥ 197.-+ ASSumrr)g 'fr.nancmg could B°e arr&sged :J.t was, exp&cted that cons tructlon 0
_"+ would btgln by, the sprlng of'l975 . "‘.‘5 ¢ f\"f\_:", S S o ER

~

o0, " The thlrd ma_]or pro;ec;t PDSC 'expented to be 1nvolved in durmg ‘the mllestone// '
o \\\Vi \ .
period‘ cong.erned plg’s for -the major redeve*lo;xment of dan 1den£1f1ed land parcel.

¥ ,' -~Plans for the Iarge sCa}é redevelqpment of the area m North Phlladelphxa wefe‘z

\&\)1

‘k ,mit;attd by an s. "leadetsmp,.pmmarlly Reverend Sull:_van Wheh mllestones ‘were

: : btmg sbt PDSC had been assrgned-‘t-he. task of develOplng feasﬂilllty studles -for

;. ) oo 3
* 3]
s;;se ~targets.f m‘re* not met dixr:.ng the evaluatlon perlod part;.ly dpe X
* BT . . .
i',ffunds ﬁor land acduxsltlon. . "(5 (A x) . ;’~> . . .
. t:'ansé of a"dCQIS'LOB to ma,z.nta:_n PDSC as a stai:'f component of the Trust rather than /
; Gl desz.gnatlnge 1t a petentaal prdf:.t cente:. The demszon was based on the view that A / |
.,-..,.;,, w?DSC could not be expeoted to become profit—makan in the foreseeable(future. In /
5 \0_ “ or,dc'a: t;o d‘o so,,a'ddlttonal staff would be required for PDSC to. take on external )

Q:cntracts ..'."“ ,,f:- - . - \ S °, - P

- has be-en unclear thraug'hout the evaluatlon perlod It appears that PDSC has npt

- & -

. ."nad- sl_gmfx.cant 1nput 1nto the overall formulatlon df developn}ent plans, but. .. S |
o e -~ - i

I'n gencral,l{DSC s ‘scope ag r\sp?nslbllity w1th regard to all ma jor pIOJects ,/,

$T raﬁher, was assxgned tasks in technmal areas after Zion's leadership had deter-‘ . P
T 1 -xined -‘the. nacure of develcpment object:.ves and the approach to be pursued - L |
EMC B T L R S S
-7 Ve S e R . o L e ; e e
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¥ - 2. " The Progress Constructlon Compa‘ni . o .

v,

4

supportlng wit‘nln oge year and w1th1n two years PCC expected to pe operazting ds’ a_}
)‘? . . -L b

.

- e
Y A

. ’uable proflt-maklng enterprlse. e ,;' T
\ -~

e etarted m late 1971 ‘was a Jo:Lnt: venture for the construct:.on of tihe Z:. Baptlst

a{;d"for e;os,t overruns was ten perpént P}:lorsto this t1me~ PCC foqus d rprizrc:.pally

on: small rehab lltatipn Jobs and a, few shortvterm cont:x:,acts .on Z'ion owned propertles.
‘f“‘ . ". Dutlng {he twr»-y.ear cperwd of thl% evaluatmn -there ha\fe been s:_gnlflcant

changos 1n PEG s'per‘scmnel and stsa;‘Eﬁng level as’ we}l
KN ) ‘.A .,ﬁb o '.
‘,fstatus. As dlscus.se.d earh.er, PCC\was trahsferred from 'ZIA to- ZNPCI along w1t1’f

3 °)\’! ~ RN

Erogr.:ess Prepeuy bfahagement gerV1ces (PPFTS‘) and Progress Deyg.].opment SerVices

.as “int 1ts organxzat:.ona%

‘

. EVREN R

“ Lorporatlow (‘PDSC“S in t‘he sprlng of 1973 , ,,‘ . PR

> Lowe et , LT
‘thene have )been‘

xa‘-

© " 3’1‘ Since October 1973 rwhen‘ a,new Gene‘roal Mamger was e‘nasen

A noglceable C\hang‘és ln Ehe o’perat&g Qﬁ the company " It éppears thazg‘-QUnSIderable <.

.
Mc *ﬂ.‘::

¥

‘..-, of 19,74,,suggesr t:hat a- more real.lstie strategy 1.s mow berng pu‘r,sued ralthpugh
,‘.‘:\‘ e cﬁrrent‘;}’r.nﬁl‘t“prOJectlons stiﬁ} «appear overly bptinffstlc. “Indeed .]Tt }s\ too“':. .
o eaflj to ascertazznz Ya}t's:e‘ther the mpxovements a're suffuci,ent {.ci: PCC t:‘o gex‘}é,t;ate .
B ap*ofxts without s@sxdz,zation m ‘nhe near fut;ure.* T

L. . Y ¢ . Vo *
e AL [T YN ¢

¢ Milesto:ngg and: Achlevements N, :."-

" did Q\ot‘. reach thEtvaI\tl. !. ated 18\781 .Based dn" ex ectatlons»eopcerni‘ng cont:racts .tO i
K

I3 ‘
UL

b‘e execm.ted during the petlod Ju‘Ly\ 1., 1973 through J&ne. 30 1974 «.milést nes were
t@s ind:.cated 1n Table -19. Ihe actua.l. le.ve'l of seVem!es-andﬂcdsts du h/J“the é.,‘

-, N .‘ . .
. , fev uatd.on year show tl’@:‘s tu'a; ac‘t:.vmy fell far shgrt of projecf,}ons._'\_ T Ve <
e . o _ i g‘f TR P Y P T
N : e L _. . : i . .

e ” . .0
. . " ; o “ P . . et R
. < ) . Lo < =T L e T ey, 0 e €.

LY K The Progress COnstructlon Company (PCC) was establlsﬁed in 1970 as a whglly

a .. owned shbs:.dlary of ZIA to operate as a“general contra~ctor 1n. bullﬂxg and ;eha- .
bxlitat:,ng conmer¢; 2’1 and re31dent1a1 prOperbies Initial emphasis was an the: ° K
8 develooment of e ert}.se ;.n constructlon gnana‘g‘gment P;:C expected to, acha;eve SO :tv\

ye
.

grogress has been maf‘e hn establl hlng mapagenxent control cff' personnel and pro_]ects, )
4 .

}.n add”itiog‘,;rhe volume and type of t:ontracts PCE- has uﬁderta'kzen @1n{wc/e_ fh’e bégmnnlng, _
C e N

¢ St : Durm,g the per:.od for whlch perfomance 1s being evaluated, PC‘C !?é acglevementSv ‘
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,Tablef19
\\PROGRES% QONSTRUCTION-COMPASY - MILESTONES AND ACHIB¥EMENTS

o R Expected " Actuals
. o Selected Milestones | 7/1/73 ta 6/30/74 7/1/73 to 6/30/74

LY

g

<
kg

Revenues . .. 4876, sos ﬁ$207,ao'2':
Costs, 788,855 1 310,543 *
‘Net income. (toss) .| . 37,650~\\\\§' ' [(3103;241) -
P S o ] .
The ‘particular contracts’ which were expected to gem rate the pro;ected revenues,
-

césts and income are difflcult to 1dent1fy because few céhtnacts had been secured

. -

wqth certalnty\and several were\}n pre11m1nary stages of discussion at thé time
A1

nh
kulestones Jwere set More 1mp0rtant1y, adequate management capablllty within PCC

~ L

was lacklng atrtbls t1me and,, consequently, clear“drrettrpnxdld not_exist. It is

]

known that the Zlon Bapt1st hurch was expected to be cmnpleted in late”1973

generatlngqprotlts of rOugblv,SlO 000, The rema1n1ng ptoflts were ant1c1pated

T e
N N

£rom commerc1a£>EDntr\ to be executed dur1ng thé year. .

:Data on work” completed f“urrcqnt:acgjﬁas~of June 30, 19/A/;ndf:;te Ehat .
_PCC's profit qon three completed proj cts 1s less than antlcxpated on’ fwo of tne

contracts and sllghtly in excess of the p 'ectlon on the th1rd On aﬁtatav

-aaue ——

*_value of 3218 701, PCC showed a gross pr fitgjo'aafé “of 7321, 653 ‘Hbﬁeyer, ‘ e

payments on,qge CORET: were‘ahead&of schedule s0 exc s revenue was«belng held

LN

by PCC at'tbat time. Thereﬁore, ‘the gross proflt figure 1s mewhat overstated

N

ﬁIn aﬂdltlon, cost flgures for each pro;ect probably did not 1nc1ude\the expendl-

tures “for wages and salarxes and q;her admlnlstratl ._; that would have

bean incprred in connectlon w1th these contracts, but were pa1d for by the funds

3 v”
A A, ‘ E:\
.

allocated o ?CC\from the Foundatron graﬁt*‘\‘~:?\_\wk;\;i;:;~\ o ':Zw‘

.
v

} WLCh regard to PCC s performance during the evaLuatlon relatxye.to previous
\{ yeans,,llttle can be sald'because flnanclal records eLther do\noﬁ\efiiE‘ogv i’ -
. 'couLd not be pnov1ded for earllet-tlme perlods PCC § performance ha mproVed o
N in that 1nformat10n on coﬂtracts and f1nanc1a1 data is now récorded on\i\nﬁh%;\ _
systematlc bas1s. PCC now prepares,lts own Operating budgets although the long~"
) standlng arrangement whereby PCC'must request fdnds as neéded, re'ardless of amount,
frmn the “Frust’ (1 e., PCC managemen bas noﬂworklng capltal to ut11 ze at its ‘.
own dlscretlon)*ls “still in effect: '
sare dltflcult is that before mid- 1973 v1rtua'

T

excpeptlon “of the Zion Bapt1£0hurch, related ‘to

Aruitoxt provided by Eic:

¢
~
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‘hoticeable 1£brovements management capablflty 1§Tc1ear1y

e To ronger, organizatio ai ;ésp0n51bllltles have been, deflned more clearly, and” ¢ . ) ':
¢ records are be{ng k ‘t more systematroallx. Flnantlal statements‘jre being prepared T e
.’;;.r ’ i “‘ ' ” Nv ’ Z R ;_._a
pagded its scope Df act1v1ty as ‘well, Compet1t1ve b1dd1ng on ST ;ﬁ"
$ arlng in the, Dodge Reports, ‘'which lists“all majdr tonstructlon Jobs . .
0 ‘1dd1ng by construztfgn contractors, has\been 1n1t1a£ed durlng the mllestone & .;

~. g -

yeaf At Ieast two contracts have been obtarned through cdmpetrtlve blddlng Also,;

-~

fec has been a member of the General Cont%actor s Assoc1at10n for over one year and S

i?\i:' w5 B
. hereby has atcess to the same subcontractors as the maJor general contracts in the . .

,. MR ‘ AR
.. jffxrea Erna}lyx.PCC.Secured the approval of 'the HUD Washlngton Office to act as a

\untratt dLVcIOpGr for the {nlladelphla Housrng“§>thor1ty which resulted 1n.a PHDA

Contract 1n ‘process at the eoncluslon of the evéigatybn period. - P . ] o

e
¢
n‘:a

< - v .-

naoement Serv;ces

S

-Progress‘Propertv Ma

iiden e YL

.,

."-' . o

r . _ -
[

Progress Pr0pertv ManagementzServ1ces {PPMS) is the thlrd camponent of‘ZNPbT‘ ;;N"

T the real propertv af

h\

. a

~'\¢,

of

cial GrOupd

~

«

e Physrea{ deVelopmont group
l

§n~the summer o£ 1972

nadeﬁént Jstéhs ex;sted a§ a dLv1s10n of 714 Wthh engaged in, the management of

ZIA

"3t 1972;‘PPMS was“des\gnated a potential proﬁlt ‘center.

s \
’ 1urrnr a more Lormal organlzatlon capable:tf prov1d1ng management serv1ces o1

nhantrng the prOSpECCS for future profltabllrty.:
transftrrtd Irorx?IA to the Tru\t\aiong with thej'

vy ar, .
'l

(were pefformed fcr four 210n OWned propertles, 210n Gardens,‘_

Prlor to tbe time thls evaluatlon,began Progres

1ts sub51d1ar1es, and those of the Tfust

Ry
s" .TO\_"
r

o ,A

In the sprlng

' -
a

e, q 5

contrattual ba51s for proﬁertles outsrde of the 210n organlzatlon w1th the 1ntent10n

In January 1973 PFMS was -'u‘:'na

».n,.. N

Ihese f%pctlons

ments, and two comnerc1a1 propertkes (both small offlce bu11d1ngs),' utside contract

had not yet beerte. gecured

At thls t1me, a sxgnlflcant portlon of staffrhfm _vas ..

spent in develoglng s

A

, expécted to, develop.

!‘1

g . ot '-..‘Va"’t .
' - <Y A

8

fmalntenance department w1th1n PPMS was be1ng establlshed s

b T
ystems and procedures for more eff1c1ent hand11ng of_manage-."

o \-\4

ment functions on’'a la;ger scale in preparatlon for the outside contracts PPMS

As’ _part of this effort, -the staﬁf 1eve1 was increased and a

M

. . ”v{. v

\‘85“F "’" s ’
' . N ) ' .
‘. PR ‘e . <0
S Ty T
R
N oo .

A new manager began struc—

ther two ent1t1es of ZIA 's; commer-'
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nige. sit.feet.;j.Apa‘ft- e
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M1 Fes to'xes\.-/a’nd Achievements ] . . .
- ~ A
When m11estones were bemg set for. PPMS for the Berlod July 1, 1973 to July .-

1974 the effort to attfract- outs1de contracts had reached the marketlng stage.

PPMS had prepared a promotlonal brochure \Outlming its serv:.ces--/gé(utor:.al
‘securlty, property management,_ asset control and Widance--avallable ﬁ_ﬂ
.separate,ly or as a péckage The brochure was to be malled to some 5 000 commercial
. and 1ndustnal‘j;ea1 estate ’ concerns in the Delaware,Valley ‘PPMS hoped; tor secure
. . accounts\ of the follow1ng types, llsted in order “of preferenc?\ @ commerclal

(2)¥industrial, (3} mu1t1 famlly (unSubs\lzed), ax\d (4), mu1t1 famlly (SUbSldlZed)r. .

- - ﬁ -As 1nd1cated in Table 20, whith sho€:s a repré’ enotatlve set oﬁ mih;stone- s ;;;
t targets and achlevements, PEMS_d 'd not reach'the dn 1%pated level of performance, -
i altho’gh !hree outs1de contraerts Were obtamed in t area-.of s‘%"s:.dazed mu}.‘h- o
famxly r*es:.dent}.al ma@mé The preclse factors hich caused the s:.gnlflcar:t - R

.

laas experlenced by PPMS durlng the evaluatlon pa}io -are. dlfflcul‘t to Speley - ‘_" i

wzi.h cerfamty because f‘xnancial data w:.thvrespect t:_’ col“‘lec.t),ons and «eXpénd:Ltures .;\

e fo:; the relevant contracts were elther unav’aﬁ.able o
=

PRETRLT SN
T Level of d‘etaﬂ., Part of the problem was that the o eratmg statements for PPMS
are prepared by the Trust s account:.ng sect1on rathe

S

Based on the mfomatlon that-was, obtalned ho

< e v e
' s

'tor:.aI fees. Whll‘e $3'7 000 /

tb generate the expected leveI of malntenance and 3
= f. 1n revenues from these sources %targeted only $9 500 1n malntenance I:even e :_;__ / ey

- ® . \ :
was aétuallz'earned ) RN Eh . :

/M__—“—‘ * e ~ . 4

) The janltorlalxand secur:.ty se\m'rces program d d not get sper-%:ed durlng the/ .

R ©N B - - e
“_, evalx}atlon as expected, s° no, revenues \were generatjd'“ One of the reasons fo this

\ ~
Another ads:.ble teason P S d1d not gene‘i:a;t:e

- b in thl$ area (whlc)z

n the maintenance area) is that

cont?
also "a' probable cause of thes low l‘evel of geVen\\s__
the Ehree new res:.dentlal complexes q'whz.ch came unde' contraof,durlng the year, as°' .

well s some of the Z:.on’~vowned prOpertles under ma aug}/eﬁt/_ were! ,experiencng
.- serious financial dz.fflcultz.es durmg }:he yhar. A t&i pt1ng Ea,lleviate the pro.blemp )
n their financial LT

si‘tuati,ons absorbed con‘w.deb:able tlrﬁe of PPMSp staf whlle reduc1ng T venue collec- ;.
PR t.ions' and necessitatl@l‘arge ; /

relaatxng to these propert:.es ‘and. ‘to prevenﬁ\furthe declmes

4

intenance ‘and repau.r expendi,tur

‘ — ' Id general /th’e/mfore, it a pears that f:wo n{ajor jactors contrlbuted to the -
o 75 o fall in PPMS 'performanGe rélat1 _to expectations' ﬂ&L) the inabil:tf:y to sepure ‘:‘-::':'::..

)
MR = s
\ . . N . [ o v, A
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_ ' Table 20
” \.\ ?
PROGRESS PROPERTY™ ’MANA\EMENT 'SERVICES - SELECTED MILESTONES AND ACPE’.EVEMENTS

Actﬁal\‘t\ _Expected < |-. "Actual

During . . Durin‘g“' "1 ‘During
the year, |- . | the Year,, -.| the year,
— NE 7/1/72 to| As 7/1/73 to| As-of-{ 7/1/73 to
‘Milestones | 1/73F 7173 YT | 11k TILLTA

e

-Management accounts i e e DEEE
"¢ a. Residentihl units |, \ ‘ _ l 298
Commercial prop- ' .
erties o
Industrial pirop-
;erties
. 2% Total revenue ‘eatned : L . .
T4, by PPMS ¢ . : 6 $62,000 | $36,300°
3] Net, intome (1oss) L - ($ 6,000) ($56,490)

3 a0ne oﬁthese, Erogrese laza, 18 maintenance work o\\ly L % ’\
47tffaintenamne work only on’ I dustrial Park and ,Glenwood Avenue.
c;Maintenance— work only on 1 dustria'l Park full prOperty management: on Glenwood )
Avenue asof 7/1/74., T N\ % B VA \ )
%Dat‘a unavailable Lox - 7/H32¢ rough 12/31/72 “Trust. records éﬁow revenues -
.PPMS of 31,’633 \and expenditure of $22 727 for period l/l/73 £o 7/1/73, fbr" AT
et loss Bf.$15, 094 * ey N S - LN
.~ _Note: -Additiorial milestones Were stablia‘hed for ‘:‘ﬁ’rental collections (residen .
tial “and’ comercia}:/industrial), fee®“on reéidentia,l ‘collections, coutnercia‘l A=
collectionswjanitorial maintenance, 2 d bookkeeping fees, expend:btureﬁ., angd’
e units delinquent more: than 30 days }T I

q\‘

LY
‘{ ~.‘

‘t\%‘\‘ ) -' * ’ STl e o "
preferred tj(pes of eo’mts with ‘outside con_ 3 s, i\er, connnercia
which not only would have been more likely to generate '

. precluded the cpllection of some fees actualf'y ea&ned, i
congacts, and requited éxtensive staff effort and financial' 22

RS AP

- PG :
part of. PPMS staff with questionable rebults.' RN = i
' It should be noted also, that Pms has}been assigne}d\ activities ‘pe,riodical‘ly

Lol
ST mefa gy

by Zibn 8 leadership, "$uch ag the' development of Business and commercia ﬁ?a ng<
Eor. t:he area designated for major redeVelopment “In. addition', ‘PPMS has \pgxkzicipa-ted' ,‘**

' :.n t:he léasing of space in ‘Progxess Pl.aza and is“(i\;fxently involved in the leasﬁrg\.' ;

K i N ¢ .
- as a whol’e and an accampanying tendency to assign_nasks*m_.qm:j;euseen_’."
probably interfexe wit‘h the fu,_‘fillment ’*f an eat;[ty s basic functione.

-'s P




L 4.: Progress Ventureé Capital Corporation

) < -

. . Progress Venture Capital Corporatioh (pvce), par% of the economic. develop- N
ment - group of ZNPCT, was 11censed by the Small Busmess Administration as a

Minority Enterprxse Small Business Imzestment Company (MESBIC) in February of -

f' : 1971 As such it is licensed td conduct operations 1n several states, including RS
a New Jersey, Maryland Delaware, New York,.Nebraska, and Arizona. As of July 1974, | °

’ 2 ) however, PVCC did not ‘expect to continue investhent act1v1tyo1n other states, 7
‘1/~ ‘ with the possible exceptions of New\gprk and New Jersey, largely because of’ the - ‘

.. -

unsuccessful experience with such invesﬁﬂents in the past ’ -

R < ey
i

As a MESBIC, PVCC operates to provide direet loans or equity funds to
minority entrepreneurs who are endeavoring to start, 1mprove or expand bu31nesses
“and who have not been sucéessful in. ogtaining yenture capital from conventional .

- f1nanc1ng souTces., Each portfolio concern 1s monitored by PVCC staff If manage-’

ment or technical assistance is requested by a client PVCC's staff arranges and,

v -

coordinates such assistahce through one ‘of the GMBE affiliates in the area,

. usually ZNPCTﬁs Entrep eneurial Development Trainming Center (EDTC), orf through '
. ZNPCT s National Progress Assoc1ation for Economic Development (NPAED) for out of
S T Srate lients A - - e T T \ '
N ~ A . :
] \ { L ~e C Y ‘. : LN T
i -* < ' - ’ N v
T MilestOnes and thievements e i . . :
.% N During ‘thé yearpfor whish perfo nce is beingweValuated PVCC was not success- T
-, ; 3,., ‘.\ N . .

N ~55“ ful 1n raising all of the addit?onal pr ate capital as anticipated although the

‘ is attr15’i] .to the generaldeqlg.ne_in_privace

: for minority entrep‘ RQULS a"nd enterpp:uses couple

iness concern and suppert .

iwith the onset of a general

onomic»decline Y ) &* At ‘? .// _ ’\;‘. - ?ag“ ~ s o .
Asggf_iﬂlzk,4_1974”—therefbreu PVCC's private capitalization remained ,at.the .,

-‘mm»\« /o

aL level of 3300 000, ‘which was'raiSed from ZNBQIe ZIA the Ford foundation, //
X,
pprox1ma€ely 21 Philadelphia-based’busineéses .and individuals prior to its

.:<‘,a\\ ",

Cabl shuient' “With thése funds PVCC wds eligible tol raise a maximum of SGOO/OOO : s
:ﬁm té%;%%ﬁii ﬁrough the—sale of débentures to SBA, according to . law On ;anuary

-

o

ebedt:ures in the, amquqt: orf $300 000 from PVCC at the time ?perations began 'in

,‘ P e 3

.‘w Pt *T‘ ',u . v, o] : 'q )
) |.~= ek, ‘ . Yo ' - y -‘ ° %
}n étder tolraésg %ddifﬁonal capital fr&dkaA in the future PVCC must ngise te. .
% app oximately $21& 000 remained ot
. . ;1'\, ,a : . l»_,_(-“ ORI S
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for loans, 1nvestménts, and expenses of -the total funds ever raised from private * '
sources and SBA, 3900 ;000. Erom tifis perspect1ve PVCC's inability to generate
additional private contributions during the last year is part1cular1y d1sapp01nt-
_ing. Morépver, 1f PVCC could have ~increased its pr1vate cap1talization to $500,000,
each dollar could: have leveraged $3 from SBA instead of the $2 for each pr1vate .
'dollar aLlowable at capitalization of $300;000, With current’ funds nearly exhausted
at the- conclusion of this study, a concerted effort was being m&de to raise addi-

‘tionak pr1vate capital,from the original stockhplders ‘ : o

> The" representatrve milestones shown in Table 2% .depict the experience of " ie, o

. PVCC relative-to expectations ‘as well as some 1ndicafors_of_itS‘overati‘sta*u; -d

K It was expectéd that $300 000 to $350 000 would be disbursed in luans or equity

since operations began.i During the evaluation period PVCC 1nvested less

than one-half of the amount that was anticipated at the “times milestones were set.

. 1nvestments about 589 000 was expected to apply to portfolio compan1es and the

remalnden $211 000 50 $251 000 to elght or nine\new cothpanies .’ This did not 5

<

mater1allze to the extent ant1c1pated, particularly with respect to equity p051t10ns

"W

restricted its activities.' Another ma jor reas n, related to the first but also

der1v1ng from PVEC's loss exper1ence was the 1nternal movement gway from the

earlier approach o6f focus1ng on the small bus1nessman (primarily through loan

~

propens1ty to survive (pr1mar11y through equity investment), As of July' 1, 1974,

. -
~ 7 N . N

PVCC had 1dent1f1ed a few compan1es of this sort although 1nvestments had not yet
béen- made . .o - {*

’ b4

. It is not difficult to see why PVCC might find a 'change in strategy des1r—

some form of direct financial assistancgﬁfrom PVCC since operations beg\\\ four-
teen have become 1nact1ve and over half of current outstanding.accounts as of °
. June 30 1974 are delinquent one year or more in their repayments. The majorlty -

of companres receiving assistance from PVCC were retail and serv1ce businesse

aor

Five new loans, a total of $26 000 were made 'tQ” portfolie concerns durfhg

the last year. The dollar Walue of loans ‘made ‘wa$ cohsiderably less than ‘anti~ .
—‘ﬂ N L

cipated. The $26 000 figure does not reflect loans td four portfolio companies 'vﬁ

these tases, PVCC rewrote the note to each company to‘include accrued 1ﬁtenest
B ,r\

assistance)_ toward an emphasis on larger ventures which seem to have a greater . -

able, and in some respecﬁs necessary. Of éome 43 bus1nesses that have received IR

which requirﬁd refinancing of their existing debts due’ to default of-gaymentsw In elkf




N . . E . ) \ ' . . .
\ | o8& ‘ . ’
. : ' - ‘.
: . . Table 21 . : ) -
PROGRESS VENTURE CAPITAL CORPORATION - SELECTED MILESTONES AND ACHLEVEMENTS - i
. - JActual |~ Expected T Actual
"o 'y - ’ \\ Ll ’ ) /” :
R / |+ Duting. During . _ ” During -
N th%year, . - | the year, 1 / the year, -
- As of 7/1/N92 to| As of | 7/1/73 tosd ‘As of* | 7/1/73 to )
Milestones .. | 7/1/73 <1/1173 | 7/1/74 .7/1/75};/’ 71/ 76 | 7/1/74
1! New fundsr - <=« .0 ) . |"$450,000: | $300,000 .
gemerated .0 ofT W e TS oo ,500 ooo ' . '
2. Dollar voh!me A e RIS Ry A ) S L
A W) -df loang ‘and I ST NSRS I I ; ) $300 000- 15697,000- .
) nwestments o 1 $59050002 | '$129,500 | ¢ e 350, 000° | 78Q,000 [ 10%;500 )
P8, Naphbr of gome | o0 [b e o] e R I
o panies regeiv- | . = - Y L B B
.+ .~ing loans or , , : I I BRI S U
o * invéstments : vt3 A J45-46 | B B! L
%4, Number.of com- | * ) R A S B I | C
. panies added to| . N VR R A o A ‘/
. loan portfolio | = .. .. 10 A0 4 . L ./ -3 he
5. Number of . cop- : SNCI N
7 - : . . , . -
panies added to . . . . ) ; B A N , .
o capital inves‘t- G Lot . : 5 ',,/ O I . R
.. ment portfoIio SR N R A S T A e 1 s -
> 6..Delinquercy = - . A - U
(numbez-and C, LIPS o ", C : ‘
+ . percent of & . | o < . e . S 3 B o -
- . compantes) N . . . * e e
. ,a. Current - . T y e " 1. o -'°. S0 A
¢ 3Q days S 18(46%) | -] 19(40%) S/ F 1 LTt
b: ‘_MOI‘P than ' e . ol a : . . 1 . . L b ' o "fv‘ . L—
. . si% menths ) , ¢ / SRR Lo . 13 P
‘7. Losses on . DRI e ’ T P T
-interest and: o, SR S . . Yoo,
R TN invgstments . e . .7 L Ll pEHEN > N e -~
T4/ - 3/31) | | $.58,774 o $ 86,368 °
-8, ,N'umbe,r'of el PEL N , "o v e - .
‘magagement con- | ~ ° T ds R R : A0 .
tracts secured R e . e 2 PR
- * i - 2 — M ., . o
As of M"Additional ;Llestones were.,e‘stablished for* dollar valwe' ‘, ‘ot
' of loans tonverted tolequitys b&x .0 f compar;j.es conVerited from “loan to equity DA, ‘L
*Statuse tash f£l6w on loan. prd’ceads cipal rep#yments and interest), number of * ° '
. applicati.ons progejsseds, appliéation’ fe s collected, fees co]:lected for fega'l work, "' A
gumber, of firms. receiving MA or TA on a regular' b‘asis va‘lue of-o}oane guarant:é’ed Lo
" 4and num’ber of" gortfo"lio loan companies g’uaranteed .- R
e e, e T S e
I.n loans made to new compéhies, PVCC :d:.sbursed more-thaﬁ anticipated to five’ compa '
insteag of the four projected ; Three of these companies were different than the .
\to whicha. PVCC expé‘%d tp».make 'loans ~a.t the ‘gime mdlesténes were set. | , '
(] \ ¢ . .
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In equity 1qgestmeﬁts, PVCC's activity diverged’ considerably from the anti--

cipated level "One new equity position was - taken through the purchase of $7,500
in the stock of a new company.., No reinvestments were made Ln portfoiio companies.‘

‘Conver51ons of loans to équity during the period were valued at slightly over half .

of the anticipated dollar value of loan convers1ons for the period. The shortfall )

reSulted because the, two companies 1nvolved experienced financial difficulties which

b

o made 1nvestment unwise at the time. TN CaE ?’f
H o -

_The overall picture which emerged from an examination of PVCC's historical
financial experience to’ date 1s~not encouraging Tag accunulated .deficit as of °
. March 31, 1974’stood at ‘a Ievel of $234,525. The ahnual Operating loss and loss ¢

on,investments'for each year since operations began are shown-in Table,22.
¢ se % Lt
*

Table 22 . - ‘ »

;:3 I . 0 . N v .
Tele b - HISTORICAL FINANCIAL EXPERIENCE °~ B
s - ’ February 1971 - April 1, 1972 [-April 1) 1973
- to - S BN
. . L. . March 31, 1972 March 31, 1973 | Marc¢h 31, 1974
, L - [ = = *
Incomg from interest and fees Q$ZG,238" {° §36,947‘ " $ 43, 872
- Operating expenses . . 28,849 44,301 | , 66, 855, "~ * -
Operating loss * - , 8,641 7,354 7 22,983
-Losses on 1nterest.and invesxmeﬁts 30,439 Y- . 58,774 86,364 .
. [ o . . < & o8
Total loss | 1 4 $99,050 , $667128 < $109,347 -

s W e . >
¢ . ‘.‘ . - e ’ [ Y e -
=1 ° . L 12 . . v

(] . ., -
- Tha Yotal losses on inferest'and investments from t@éqtime operations began
; thtough March 31, 1974 were ’$195,577 of which $86 364 was incurred during the eval-

'-gé —uagion period This figu;e is, more than four times the ant1c1pated ‘1088 at the time

¢ PUERRY 2P

mileSEOnes were set. The sum of the dollar value of.initial invektments made in ;\'
LN “nige compaaies treated &9 losses is approx1mately $120 000 about 17 percent of the
total dpllars disBursed since operatiens began, roughly $700 000. Néarly $200,000,

or 2? pencent of total- disbursements, ‘has béen disbursea to companies no Tofiger T

- e e - -« ¢ . v

L .operating .as of July 1,01974: - | _ :" . . 5
.t 2 . . . . PR
2. . L. j At the time milestones vera set PVCC staff a180wexpected to undertake a new

activity, financial management for firms ,on’a contractual basis, i‘ order to generate

. //' revenues during the [hst year., As of- July 1, lQJA, two such contracts had'been

/.
‘o secuted to take effect:in September. Although the number of contracts secured was
l/’ v ¥ "
y .considerably less than the nine to ten anticipated, the‘monthly fee which will be
J .-
/ generated is significantly greater than expected Since no contracts wére in effect
[N} . . 0 . .
/. . fees'Gere not genarated _ ‘ AR -
- . ‘*, e o ) , o :. “?. l. l_. . ) 1
- - . ¢ . \
N X 6 \ o‘ o '. “’ N ’
s ' OS)JL
“- . v, 3 N
A,' .' . ! -
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In terms of overa11 performance, PVCC fell short of‘;ts eXpectatlons durlng

@
the cvaluatlon and experienced furthy//deterloratlon'bf its financial pOSltlon In

-

patt, this is attrlbutable tb circumstances outsidé management control-~the decline -
Ln prlvate sdpport of actavitles of this nature, the general economlc slump, the
1ack of flnanCLal backlng from a. large garent'corporatlon These factors have

~ certainly affected the perfor‘ance of PVCC dlnectly, 1n terms of, furrds’ available
and, level- of staffing, and 1nd1rectly, in terms. of the dlfflcultles portfollo con-'
cerns are experiencing. There  are 1nd1cat10ns' however, that part of the problem

is attrlbutable to the clroices made dnd thé mannér in Whlch operatlons have been .

“«re —— e e 4

conducted In partlcular, it seems that imptrovemehts can be made in the evaluation

of applicants and their prospects “for surv1ya} and success as well_.as in the.moni-
L ]
tor1ng of ancstments At. present, there -appears to be a lack of systematic rev1ew;"

-

s

of xlrent progress. ahd documentatlon ) o - . .

» .
¥ C 4

PVCG lS attemptrng tq 1mprovc operations in some of these areas. With regard

-

to its- portfollo conqerns, PVCC 1s trying to 1nduce SBA to require that companies*®
‘ rece1v1ng 1oans allow the MﬂSBIC to have access$ go all records This is not man-
dﬁtory at present PVCC would also,.iike to be ab1e to requ1re that é portfollo
compdny accept management assistance from «<an outside source 1f PVCC deems .it
ecessarys At present MESBICs may only recommend such‘asslstance to the company.
With respect to. its own stafflng and funding, PVCC §maff is actlvely pursuing the .
effort to secure private funds which would enablé® them to raise $1$5 m11110n add1~ L

o,

tlonal dollars from the” SBALY Also, the increased capitalization would’ permlt PVCC

« o .
to hlre at least one add1t10na1 staff member. * ce

. M ’ . q ) ‘
5. . The Entrepreneurial Devel;gment Tnaining ecenter  « - .

The Entrepreneuraal'Development Tralning Center. (EDTC) has been an eﬁtlty of
the Ziop ,NonsProfit’ Char1tab1e Trust since 1968. The idea of establishlng EPIC
PR orlglngxed with Reverend Leon Sullivgn who' felt there was a need to create 'a center
for "the specific purgpse .of training entrepreneu;s and potentlal entrepreneurs to
make good’ ecpnomlc use of the capltal that they had or mlght find being made avall-
able to them."l Thus, the initial phase »of this unit's operations, ‘from January
1969 _through March 1971, wasgdevoted 'to classrbomﬂtralnlng in two areas: ownersh@p'

and management, The ownershlp course was designed to prepare an indiv1dua1 to

- A\ ]

7 operate; his ot her own business. It is built around the preparation of 3 business
’ te . -

package which:includes: - - o

. . (1) staffing plans; - L.
(2) basic operatlons of a business,

L.

“

'




. 87 = .
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. , . ) Co
) . . \ y .
< 13) a market survey, .~ .
" (4). special areas of concern, e.g., 20ning, . -
’ (5)"> the equipment and’ layout to be used, . "
. (6 the amount and purpose of the-loan sought, . )
. 4¢// (7) provisions for loan repayment, and - '
- (8)  the' accounting and financial control systems to be used. . ;o
c . . ‘. -.0 -
The managemené’course was de51gned to prawide students with the bas1c tools of 7?3”
B P L3P
. management. Topics, cqvered 1nc1ude planning, budgeting, stafflng, organlzlng, . e T

diretting, controlllng, and human relations,.

EDTC r&cords indicate that 136_persons

.

completed the ownership course amnd 190 persons completed the management course

b4

E

during th1s permod ‘

* ¢
o

]

@

. ,
- . . . ¢ o<
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«
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The second phase of EDTC's 0peratlons began in February 1971

e

“a new strategy was implemented which was designed to 1ntegrate what EDTC v1ewed

as three es sentral 1ngred1ents for ecomomic development.” The first’ element,.busi-

<
L]

ness ahd entrepreneurial education, would be contlnued and coord1nated WLCh Ehe

addition,of business' packaging services to facilltate the procurement of c
and the prov1slon of management and: techn1ca1 assistance toomlnorlty bus1nessmen

enc0unte;1ng problems in the, operatlon of thelrebusinesses “The 1mp%§?entatlon
.-0f this new strategy was made pOSSlble by a omne-year contract for $161 000 with

“the Offlce of Mlnorlty Bus1ness Enterprlse (OMBE) which deslgnated EDTCxas an

pi

. OMBE Aff111ate. B

.

.

-

L

'Q

At ChlS timg, ¥

r

i}

4

0y

.

in February of 1972 OMBE renewed- 1ts contract with EDTC for an- add1t10na1

.’

two years at a 1eve1 of 3450 000 Pu;suant to ChlS contract, EDTC was offlcaally

deslgnated a "Local Business Deve10pment Organ1zat10n" (LBDO) Operatlonally, th1s

2t

actlon 1nd1cated ghat re1at1ve1y greater emphasis would be placed on business Sl

packaglng and re1ated act1v1ties than 1n tfRe past although trarﬂing activities

would remain a s1gn1f1cant cbmponénﬁ of the overall 1ntegrated approach.’ ’

©

EPTC's major functlon ‘in the business development area is-to ‘assist clients

4 -

in the preparation of a comprehensive.bu51ness proposal which is then’ subm1tted by AE

the client,to a “lending 1nst1tution in order %o obta1n loan funds.’ The pqooedure

begins with an 1nterv1e§2between an EDTC Businesg Spec1alist and the- c11ent, at
.client data report is completed

whicﬁgj}m’\a
shoul proceed

the accountant, and the client prepare the business pr0posa1 and develop pro_ forma

.

f1nancia1 statements to deterdtne the’ economic viability of ghe proposed business.

.If it is ascertained that the ¢lient
e -
subsequent vigits to EDTC are arranged where the Bu§iness Spec1alist,

L4

R

A 'loan* repayment schedule wh1ch demonstrates thﬁ capability of the business-ta repay

the 1doan out of the expected cash flow is "also included

S

JL

A3

’
@

submission of thé’pfoposai to the bank and/gr other’ 1ending 1nstitutions. ¢t

n

A second functionﬁof the Eusiness development activities of" EDTG is tﬁe pro-

vision of managementrand technical assistance

q

03
o - .

P
¥
I

The next step i3 the actual

o
s
’

‘i

a

In addition tc mahagement andrtechnidal i
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assiskance sérvices, EDTC conducts some marketing feasibilfty studiee and assists ‘-ih~

. alone increased from $9 357 in the first: year toosg\ 43'3"mir1n& the second ye}ar. ‘,‘ .

in setting up accounting systema, particularly where required for K2 business package.

*  The training program is still ‘based on the format describeJ earlier. In’

~-$ N

,January of l973 however s the hours required for the evening classes were reduced ¢ -
from+300 to 204, primarily because of the high-drop out rate experienced The day '

classes still require 300 hours of classroom time. , e y )

L

According to the director of 'EDTC;. roughly 60 perceat of the overall effort

v

of EDTC is geared toward the business packaging and technical a@siscanoecand toughly
40 percent to traiﬂing agtivities. During}the eourse of this evaluation it appears

that thig nelative emphasis has remained fairly constant “« ., ‘ . ’
* Milestones and Achievements ﬁ\'- . . ‘ ,‘. L
’ Several difficuLﬁiﬁs ‘arose "in’ the process of milestone target setting.and e ‘.

*

performance documentazion for EDTC First, the contract period and, qonsequently,
EDIC's majbr-reporting period for the relevant timeeperiod was from February 1972
tbrough March 1974 Moreover; although.EDTC has prepared and subpitted quarherig b

A

reports to OMBE on a normai calendar year basis, it was not possible to aggregat oot

the data for the milestone period from these reports systematically because $ome e . ’

reports Were unavaﬁlable and also, because several, items" were’ reported on a- CUmu~ oo

. I
Mo . ST Ve, Wi,

lhtive basis and* disaggregation was notwpossible.f~;';ﬁ . Mf”'- oo ﬂfw. "g:f

» ;

Partly for thé same reasong’ and partly beCayse of some reluctance on thewpart
of EDTC s Director and Associate Director to<specify targets, few milestone targets ]
for this entity were derived " As indicated in,Table 23, achieVements during the ‘,--""

‘second contract year,‘March 1973 to March 1974 in terms of business packages .f;
L'approved and particularly their dollar value, exeeeded the targeted level “The pro-'
jected nunber of packages to be approved was 25,\at an’ estimated,valug of $700 OQO
During the pe riod‘ﬂarch l§73 thrbugh March 1974,¢28 loan ?ackagesawere actually T
‘approved in the amount of $L,123 000 . Part og the indrease is attributable “to a" .
larger average loan size during thg second contract y%ar xehative to the previous .

year. Table 24 shows the volume of approVed loans By source for each year ~of the‘

contragt period As,indicated in, the table, the'avexage size oﬁ loans frompbanks

%imilarly, SBA direct.loans averaged $25 313 in Ehé fixsc year and $46 643,in Che .
second. Thesé increases clearfy offset the,lack of loan iunds from MESBIC sources ...
during the secondoyear relative to the prior year. j’lf : . e €‘

w../”. Kot only the aver ge size,oqu aiso the number of loans approved hy banks in~
[
creased significantly during;the secondﬁ?éar . "EDTC suggests that this "probably e
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- ENTREPRENEURIAL DEVELOPMENT TRAINING CENTER T I P
o SELECTED; ‘1ILESTONES AlD, ﬁcmsvmg\vrs ~ SRR 4
’ v . o Qctual . ‘_-‘d 1 : E“xpected.;;“": I AAcdtwal o ST
- w . %t s D - . Y ¢ ¢
< . , - 'Dr.jtinga‘-“ VR TS 6.’1;‘?'.‘,‘ et .-g R R
K ' o o5« |the year .'Dux_'ing', . g Durlng .,2;' e
o ©.."  |¥ebruary . the- year T2 %, [ the yeaxihs %"
GO (. 11972 to] 7. . 7/1/73 B March 1973,, ‘
’ , ' As of ) March_ |.As of{"-'" to A¥ of to ’
. Milestones 3/15/73 1973 {7/1/74 “7./1{74' ~13/31/78( March 1974 A
k. Number of bus;. Rt . il ' ’ BT
packages proc gﬂ - 3&3 ‘ AR 264‘ e R
® ° a, Approved i,V "l \.29 b 28 :';,;
o (doLlar+valige) - (3‘1 086;905}) . (,31 123 000) G
) 2,:Nunber, nf business b ODTRER S PR SRS o
" fajlutes) . ¢ T, S AT A
T (doil;ar: valﬂe) ' // ] (& *.\57 500), . iz
, ‘8 tE‘st:xmglted value of RECR 2 W
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o éc-elved by chents . )
N i:htough LBDO" ; ° - A7 . [
“ % Nimber of graduates B o L
e frpm «training"- . * " .'(“
classes ¢ K
© Number, ‘of gflﬂrms N ’ oy
.. 'e, assistéd in account- v ‘
07 ing #ndresntrol ' RN . e .- .
&yste.ms RS A =4 a0 - '30‘-35 . '
Notp Additumal mxles tone"%‘ were\estabhshed f.or esti‘mgted value of private‘ pro- '}';"
;uremént cantractzs re‘ceived by‘'clients, through LBDO, assxstence, ,ami pumber of bus:.nesses .’*jji'"-
e' ré'c':‘ewmg‘hgechniﬁal’ assistance’ fron; EDTC w e ’ ¢ . - ’q‘_’ e 7 Vo RY :“;"
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DU PR & APPROVED QLOANS m SOURCE o st I
S coae o & e : ',oFebrua-ry 1972 to \'March Lﬁ, 1973 to . T .,
e T - » March'153.1973 Ma#ch 15, 1974 2o +.0 707 T
. ;ﬁ ' o ( ‘ i ‘e . . "yﬁ;. — - - A : — . - L
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R A .Ba.gk K ooy .‘ $ 65,500 .15 '$.'411,500 .. o
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i V¢~ ta. grantinglloans to mxnority enterprises, and the 11ke11hood that business Oppor-
' tunlties w1th1n anority communities dre getting better."1 Another plau31ble . '
factpr is that the quality of loan packages submitted has/improved in terms “of
the ec:;om ceviability of proposed ventures. c i T,

SB

-
- » &
Fas

N N ‘\irf

ICs, heWever have v1rtua1Ly dried up as a source of loan approvals., An,
' the/fxrst\gontract year, MESBICs accounted for rOughly $285 OOO of 1oan approvals,w.'
e or aboat 26 percent of the total while dutlng the second _year MESBIC proV1ded only |
$25 000 1n loan.fuéns, or about two percent fof the total, Althqugh all of the :,1 .
reasons for fhis S1gn1f1cant decrease are not known, it. appears to lend Support -
tb\%he hypothesis thaf the MESBIC as an. 1nst1tut10n is experienC1ng.a contraction

oE sorts, probably attributable 50 a general decline 1n private settor;oommitment 7,

B Faled
" - - ‘v\ o i

to mino t ,enter rise devélo dent, .« V.. z(,Z" R . C
TRty b P e .

\” 3}%; Thg.gre%§ magorxty of.Loaneapprovals for businesses packaged by ﬁéTCuhas o
been in Ventures of a retaik pr\service natur%n During“the flrst contracteyeer,v

~.4

"j 76*percen€ of lbans*granted were 1n these two tyPOSeOf businesses ahd in the. second
s ; s
k= yeag the pr0port10n‘increased,to 96 percedt of» loans made.; EDTC repoxts Suggest ®
) o ,that‘ghp reasoﬁ “for. this concentration is that retaiI and service buslnesseg éré ft

* %

among the szt viable opportunlties in a c0mmunity within a, much larger comnunity

"\m

The WESBIC associated‘w1th the Irust, Progress Venture Capital Corpqration also ﬂ:

g'*;v reflects a. major1ty of reta\; and serv1ces bu81nesses., T e ',:i . in R
~ i, . .
g,ﬂ{ On-é Cumplative bas1s, e totak of five of the SZ loans approved from Fébruary

T 1972 ehroggh March 1974 have failed“ only nine pef&ent of the bus1nesses receiv1ng

’1oans w1th EpTC assistanoe All of these were either retail or service businesses

) " -The tOtal dallar vaLuc of the ﬂoans made to these businesses was $57 560 ffour \Q ,

gw o S

percent of the t0tal”amount of 1oan{ap rovals to all companies ($2 209,?00) : This
; aSpect of‘EDTC s ggrfotmance 1s encouéiging Infdhnatﬁon oR delinquencies in Loan 5

?: c»‘ ':" ) .
regaymgpﬁs or‘bn nee Rn:fits of”elfbntﬁ.was not available, ‘However, . PR -
of :' ‘Eﬁ% fel& sHore of 1ts-objectives in teﬁms of finns assistbd in accounting v

'v‘\

and control systems. Althquﬁ speeifieninformatéop h ﬁot been provided, one plausv

R

‘tble»reason fop the’ shortfall is that 8. large proport n "of the loans “approved during
. :he milestone pﬁriﬁdh-lg of a.tdtal of. 28--involve& business expansions rather than
SE e
néw businesses ‘and the former did, not reqdire the implementation of new aCCQUnting

1, and dontrol syStems. Another plausible explanatqry factor is that EDTQefound it **

)

,,necessary to utilize contractual‘aervices of outside, experts ﬂb a greater extent
than ahticipated at the time milestéhes Were set. . Thig is thé procedure nonnally =
followed by EDTC for businesses requiring~subs;antial assistance ) ‘.g. ‘,. g

s \
. n‘»\ 9.,

n {

L, EDTC Repdrt to-OMBE for the contract period-March lgxf‘to March 1974 p '9/

" . ,' @ P . N . N ~ ‘ e . »3
lC ‘e . - : /e RO ’ 96 w‘ A ) ’ . u' . o;_' . n ,,3‘
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. ’ ;" i U N . ¢ . T . A s “ .

»
it
-




With regard to. tra1n1ng activities, EDTC expected to graduate 160 students from
the day and evening ownershlp and management couf_es during the milestone period.
From March l973 to March 1974 EDTC records indicate that 165 person§‘EBm§1"f‘?rtt?%n_eq\‘\
ing, 81 in ownership and 84 in management courses. Since fewer 1nd1V1duals enrolled

"in courses during the second.contract -year relative to the f1rst, a greater propor-
‘tion‘bf,enroldees completed requirements succeesfully during the last year (65,
percent compared to 54 percent in.the previous year)j Part of the inoreased com-
pletion rate is attributable to the'reduction in class hours for the evening course
from 300 hours to 204 hours. EDTC toog/this action because of the high drop—Out
"rate experienced with the lengthy course in the evening sessions.. L

6. " Nacional Progress A oc1ation for Economic Development

N

- . .
The Nationdl Progress Association for. Economic Development (NPAED) was ‘estab-

lished as a nonprofit subgidjary of the Trust in 1969. Initial efforts focused on
attempts te 1dent1fy and coord1nate f1nanc1al and technical resources both public
and private, ‘in"order to promote viable opportynities ﬁar minority business ventures
N A - . °

in approx1mately 20 cities.

~
-

‘ Since January 1972 NPAED has focused its act1v1t1es\on the’ adm;nistratxon and
fiscal management of Local Bu51ness Development Organizations 4LB 0s) in several v
cities. At that time NPAED entered”intdo a4 two- Zear contract w1th he~Office of
Minority Business Enterprise (GMBE) tor operate as. the national head arters for
local economic development _program in five QlCIESn The contract/prov1ded funds to
_ NPAED in the amount of $l 007,000: $220, 000 for the operation of the national
center and $787 000 earmarked in specified»amounus to each of the five cities.

The staff of each c1ty s LBDO recruits minority entrepreﬁéﬁrs, prov1deslbu31- A

ness packaging services, assists in. ‘loan and contract procurément, and provides -

management and technical assistance to prospective and e/;éting minority ,entrepre-

has b&e¢n designated. ‘as an LBDO by OMBE, 1t operates under a direct contract W1th
,»,

OMBE rather than as an NPAED-affiliated LBDD\

neur§$imAlthough the Trust s Entrepreneurial Development Training Center (EDTC)

. NPAED's spécific administrative functions 1nc1ude_c inating program activ-
ities and fiscal procedures of the LBDOs, providing supervisory support to LBDQ\
Directors, monitoring of~/§DO program performance, evaluating LBDO programs and
staff, assisting the LBDOs in resource development, and verification and analysis
of performance data provided to OMBE by, each LBDO. Fiscal,resp9n31bllit1es of
NPAED require that NPAED‘handle the payroll of the LBDOs, prepare budgets for eac?:

LBDO and for the national center, generate financial redords in conjunction with

the LBDOs, and conduct quarterly audits for each LBDO as well as an annual audit.
‘ V L ]

4
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Milestonespand“Achievementéi\' . -

A representative sample of mileafones and achievements for NPAED are shown
in Table 25. NPAED's Local Business Development Organizations fell short of the

projected levels of output. P \.\\: s

. Although NPAED exPected to add four new LﬂDQ\\to the four eXisting at the
time milestones, were set, only one was picked up during the period July 1, 1973
to July 1, 1974 Since three of the four anticipated addi\ions were in early
planning stages during the summer of 1973, milestones were chosen on the basis of
output levels expected for the five LBDOS which would be operative throughout the
milestone year. However, the fifth BDO was added as of March 1, 1974, about
nine months later than- expected. The data provided on actual achievEments consge-
quently reflect output levels for only four cities. N - ,

There appgar to be three general reasons for the shortfall in achievéments
relative:to m:?§§bqnes-during the*evaluation period. First{ the projections made
were overly optimistic in light\Qf previous'experience. Second, the general
economic decline affected both the\hnmber of prOSpective entreﬁreneurs desiring-

to assume the risk of starting new ventures or buylng out existing ones and the

w1111ngness of banks to approve 1oans for such ventures. Finally, the LBDOs

'placed rvelatively greater emphasis on the quality rather than quaxtity of ventures

rece1v1ng loans during the evaluation In order to achieve this bjective, ‘each

‘LBDO tightened the screening process and became more selective in terms oﬁ\the

c11ent s equity and. experience requmrements . . ~

In addition'to these general factors spec1fic groblems arose which also .
contributed to a lower 1eve1 of outpht than ant1c1pated During thg five months

following the expiration of NPAED's two-year cdntract with OMBE on December 31,

19733 NPAED and its affiliatea operated under' highly uncertain circumstances. OMBE.

granted an extension ,0f the old éontract for the first two months which permitted'
‘the use of unexpendep funds and a, further extension for ancther three months which
allowed NPAED to borrow funds on the new contract pending but not approved -~
Although the new contract was finally approved by OMBE as_ of June 1, 1974, the
fivemonth period of uncertainty had unfgrtunate repercussions in the LBDOs.
NPAED's Deputy Director indicated that there were morale problems and high turnover
of personnel} in the affiliated'organizations during this period. Under these cir-
cums tances output levels declined. ) ‘ \

» i . ‘} , ]
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A Table 25 o Co

/ NATIONAL PROGRESS ASSOCIATION FOR ECONOﬁIC‘DEVELOPMENT - C
, SELECTED MILESTONES AND ACHIEVEMENTS .
Actual : Expected . Actual. .
During . During N During.
the year - the year the year
- As of | 7/1/72 to | As of | 7/1/73 to .| As of 7/1/73 to
Milestones 7/1/73 7/1/73 1/1/174 -7/1/74 7/1/74 771774
1. Number of LBDOs . - '
affiliated with . . 4.9 ’
NPAED R B | 8 5 -
2. Number of loans ~ 1
o packaged .- . 155 179 ° - } 149
3% Number of loans N\ - . .
approved 57 . 124 . EPREE DR -} SN
a. Total dollar - , : . . , i b .
value of ap- . - o R
proved loans | " TS\L,361,100] $6,696,000 52,615,146
4. Number dfcon- |- - ?‘X‘ . L B
- tract} procufed? 34 - 111 A~ 45
a. Dollar value o
of sontracts ’ ’ -
~ procured ~|$ 451,000 ~ 1%3,575,000 ' $1,987,750
5. Nmbe}~p§new‘ . ) q v
businesses } < o
started ' - 49 o 63 32
6. Number of busi- D ) . \
nesses expanded ) 90 . . 37 . 43

4This includes SBA 8(a) contracts, private andgpublic coptracts-prbéured through
competitive bidding, and direct fdderal awards. -

-

Notes: Milestone targets 2 through 6 represent projected volymes for the five
cities expected to be operating during the entire relevant period:” Trenton, -

. Gharlotte, Nashville, Oklakfma City, and Charleston. Bluefield, Clarksburg, and
Knoxville tere in planning stages at the time milestones were set. Additional"
milestones were established for:® funds available for expenditure by national head-
quarters, actual expenditures, total level of funding to LBDOs, total number of
clients, number of businesses transferred to new owners, dollar value of those busi-
nesses, average number of clients provided with management or technical assistance
per quarter, and total man-hours spent in providing’ the following types of management
assistance/technical assistlance: accounting at $20 per man-hour,'advgrtising at $18
per man-hour, bonding at $16 per man-hour, distribution at $17 per man-hour, finance
at $16 per man-hour, legal at $40 per man-hour, management at $19 per man-hour,
marketing at $17 per man-hour, procuréement at $16 per man-hour, site selection at
$14 per man-hour, taxes at $20 per man-hour, ownership training at $16 per man-hour,
management training at $16 per man-hour, .and other. (Categories of service and cost
of each service/man-hour are based on SBA figures.) - ‘r '
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/ B. Zion Investment Associates . . .
- X . - e .2,
i . . ‘ . .
K .*Eion Investment.&ssoc1ites was formed .in 1965 to operate hu51nes§g§Juh{oh

could provide employment for people trained/by the Philadelphia OIC. The businesses"

’

.were 1ntended, also, to generate profits for the s/gckholders of ZIA who were pri-

marlly contrlbutors to the 10-36 plan. Substantlal losses have been incurred by
. s €, .
n efficiedcy, reducing costs (particularly personnel costs), and insuring professional ...

. ZIA. These losses havevresulted in an increased emphasis within Zlon,on improving

L e |
management of ZIA subsidiaries. ’ ’ |

,"- 4 [ -

At the beglnnlng of our evaluation, ZIA censisted of a corporate headquarters

- ~

;-
and n1ne Sub51d1aries ﬂ&gse subsidiaries were Progress Property Management Servicés,
Qrogress .epture Capital Corporation, Progress Development Serv1ces Corporation,

Progress Constrdhtlon Company, Progress Aerospace Enterprises, Progress Products

I

Companv, Progress Plaza, Our-Markets, and Progress Enterpflses Inc. )
. . '{ -
N Thé first four of tnese subsidiaries (PPMS PVCG PDSC, and PCC) were-lnﬁluded P

“#n ZIA so that ZIA, rather than the Trust, would house all the prof1t-éak1ng or
N ; potentlally profztable entitles Due to the failure of these subsidiarles to
generate prorlts and to the desire of ZIA management to show a more favorable finan- \

>
. cial picture at thé end of ‘1973, these subsidiaries yere transferred batkto -the -

Trust and® have been dlscussed above . - <

,

. The current structure of ZIA con51sts, therefore, of the corporate headquarters.
", and the remaining five subsidiaries., During the evaluation, we did ngt establish
detajled nilestones for each of these entities. Sinde they are all meant to be

profxtable, revenue and cost t@rgets are appropriate milestones. &E£arly in the eval-

uatlon perlod we obtained revenue and cost progectlons for these entities for the .
- years 1973 to 1978 _, Table 26 shows compar;sons between the projections for 1973 N
'3‘~\ and half of the ldr"projebtlons w1th actuak figures for the evaluation period.
\:tpdghese comparisons show considerable shortfalls ip progected net revenues for all
‘ of'the thajor subsidiaries»/'PAE has shown the most promising improvement.
. We will not discuss the individual ZIA entities in detai} here. Zion's shopping
center, Progress Plaza, is discussed in the(commerc1al'center case study, Chapter 5.
Our Markets,.whlch are smal]?renall stores? are being phased out, since they did not
prove to be economlcally viable Progress/Products Company, which took over the oY
assets of the now' defunct Progress Garment Company is engaged primarily in the pro-
duction of coach harnegses. Their major market is with Generai Motors. The company
o eéperlenced a;loss of $85 LQO during the mllestone period Progress Enterprises iy
e

real estate holding company of Z1 and had a net 1oss of $9,300 over the same -

period. Progress Aerospace Enterprls s,‘which primarily makes electrlcal harnesses-
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epd whose major market is General Eleclriq, had E {bss of '$371,300 during the
evaluation. Of the subsidiaries, hohever, PAE Qes the only one which was profit-
able over thg period from January 1, 1974 to July 1, 1973%(see Table 26):

Z1A has ‘responded to the,continuatioh of financial problems by shifts in
key managerial assigmments, Since the projections shown in the table were made,
only one of the.managers who were respoﬁsible for the projections remains. The
geé manager of ZIA has ind%égteﬁ to us his view that the initial projections,we;!
unreekistic, given the financial situatioq gf the subsidiaries at the'tiﬂ%—ihey

-

were made. ~

¢ .
- It was hoped that ZIA would reach at least a breakeven point by the end of

. 1973, This_has not happened in spite of the improved management. Table 27 shows’

revenues, costs; and net 1ncome figures for ZIA' and its subsidiaries during the
milestone perlod from July 1, 1973 through June 30, 1974, As can be seen from the
table, ZIA as a whole suffered a loss of over $600,000 during the milestone period.

Losses were' 1ncurred by all ma jor sub51diar1es during the period Given these *

ipsses, prospects must be considered quest onable, in Splte of the notice Kle -
\

managexial 1mprovements . . .




CHAPTER 5

, e

e , CASE STUDIES - o

. i
\\ WOODLAWN GARDENS AND JACKSON PARK TERRACE
' THREE ,COMMERCIAL CENTERS '

[

As seen ¥rom the discussion of CDC entities an increasingly large mount of

staff and moneta
Each of the CDCs

tive comnﬁniﬁies

resources “are being devoted to physical develomment activities.

attempting to effect major redevelopments in their respec- *

Yo

th¥ough coordinated large -scale efforts in the areas of housing

construction and rehabilitation, commercial devel nt; prOperty management, and”

other physical development activitiess - . . g

~

\

The present chapter will summarize the’ experiences o, , MO, in developing two

“major housing compleﬁes, Jackson Park Terrace and Woodlawn] Gardens, and the}egpér-

ience of,each of

e CDCs in developing shopping centers:

Progress Plaza iﬁ/Zion, and the Commercial Center in‘Restoration

Thé: purpose of

Woodlawn Gardens in TWO, =

these special g ydies is to.examine the performance of the~CDCs in these important

areas and to

ke into account circlmstances that bear on -the success or failure
- 4’

*

of these pro Jects,
An ad

tunities a

- °
’

ional purpose of'these st\ ies is to illustrate.some of the oppor-

constraints‘facing cDCs- in pursuing their various program options

Prominent famoqg the constraints which bind the CDCs, given a—eontinuing ijective o

of relati g to & road range of community intexests, is the attempt to develop

‘aﬂprojects wh ch combine both ‘social ‘apd. business bjectives

««««««««

study that‘securing a. large percentage of low igcome tenants for’Jackson Park Terrace
could possibly threaten the economic viability ‘of the projecE\»—anthe other hand
applying strittly commercial criteria for tenant se1ection would probably preclude
any large number of low-income tenants and would require the recruitment of middle-

income tenants, many of whom would come from outside .of the immediate community

A similar phenomenon was involved in the development of 3\1 three CDC shopping

centers. A social objective of the bDCs in ead? case was, to Pr te local ninority

entrepreneurs. Indeed, in the case of TWO it will be seen that \he only apparent

¢ K ‘f92 " ..‘:
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. -to private

]

cfiterion for tenant selection was .that the prospective tenant be a minority busi-

-~

nessman. While Zion and Restoration also pa1d attention to getting locatl minority

tenants in the sh0pp1ng centers, there was more effort to be selective than there
was in Woodlawn. The shopping center case study d1scusses the difficulties soc1a1
quectives may pose for’ the commerc1a1 success of these centers and, possibly, for.
the VlabLlle of the centers. . . ‘

To some extent offsetting the constraigg; imposed by the dual obJective of the
Cnps,\?ur studies 111ustrate sQne of the’ special advantages accruing to' CDCs under-
taking ﬁhese large- scale operations. One such advantage is the ability of the cnC '
to acquire «highly des1rab1e tand at lower than comsercial rates because of the non-x

<

profit status’ of CDCs CDCs, onpe hav1ng,estab11shed their presence in the community

" have at least the 1n1t1a1 support of local res1denbs in ‘undertaking large- -scale

pro The Tack of such eommunity support sometimes has been a serious. obstaole‘

elopers wishing to build shopping centers, )

CDCs may be e, also, to bring together a diverse set of resources which

can enhance the potent;a fectiveness of “their large- seale projects In Zion,,

:EDTC and,PVCC are entities that‘have the potential for providing training, technical,
and financ1a1 assistanﬁe to local merchants to enhance their v1ab11ity as shopping
center tenants. ‘There s lrgtfe év1dence, héwever, .that- these capabilities have
been used’effectively 1n'Progress Tlaga. In Restoration, ,thére are.more effectively'

“coordinated efforts of the Economic Deve lopment Division (EDD)" to provide financial

" and other assistance to p0551b1e 10ca1 .merchants within the Commercial Center ) If .

the Commercial Center is uLtimately successful, EDD wi11 have been' a Significant :
cqntributing factor to- that sucdess. By contrast, an analogous set of supporting
act1v1t1es for loca1<merchants was absent in Woodldwn.- That absence was a factor
coptribuging to the ‘failyre of the Shopping center, L0 . . i/

The case studies also discuss some of-the act%gl and potential effects of €pC.
1nvolvement with larger establighed firms in_the form of technical’ assistance and ,
j01nt ventures. While we do not. have sufficient evidence to comment authoritatively
on the usefulness or effe tiveness of these arrangémentsa our studies illugtrate
someé rtant consequences, good and bad, of the technical assistance and joint
venture:Q&‘;ang’venture with the Kate Maremont Foundation was of questionable
benefit to TWO. The motivation. of a CDC's venture partners may ., be’ at variance with,
those - of the CcDC, -and this leads to the view that the revards of the co-ventures
should bé tied in with the success of the project, . - . T

Regarding tefhnical assiltance, our studies show that this also is not an un=

mixed’blessing for CDCs Managers most closely related to the technical advisors

St 104
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ed them all the way ftom helpkol to harmful. Where it is required, because of -
////////turnover or experlence levels of advisors, to spend a great deal of t1me learn1ng
) -the operatlon or context of the proJects, outside help has not been paftlcularly
benef1c1al in the view of CbC managers. ' ) 5.

P We began our cade studles by revlewxng the history of TWO' s first hous:ng
development , Woodlawn Gardens, followed by the study- of TWO's Jackson Park Terrace,
which.was still under construction at the close of this evaluation study. The last

. set, of stud1es 1n this chapter focuses on the shopplng centers developed by each of |
~ ' the (DC5. - 3 , SR

.
’

WOODLAWN GARDENS - .

. _Woodlawn Gardens, the only completed physical development project in which

TWO had been involved at the time this evaluatlon began, was 301ntly planned and
.undertgken by TWO and the Kate Maremont Foundatlon in the 1960 s. 1 . Plenning for
the project, whlch now comprlses 504 un1ts of low- to moderate-income housing and
approximately 35*000 squdré feet of commerclal space began in 1963, when TWO decided
to expand,;ts role to that of developer for the Wood lawn community. Lacklng 1n both
- = experience and flnanc;al resources, TWO 301ned with Kate Maremont Foundation (KMF)
wh1ch at that time enJoyed a natlon-w1de reputation as a good developer.
, The orlglnal plans, .from TWO's point,of view, were confined to the development
of a housing complex under HUD s 221(d)(3) Program However, in reachlng its deci-
431on go declare the site chosen a ''slum and bllghted" area, the Clty of Ghicago's
Department of Urban Renewal pressed for the inclusion of some commexcial space in
» 'the pr0posed development. TWO's partner, KMF, found the idea attractive and since
TWO also was interested in becom1ng more involved in commexclal activ1ty, the plans
for the project incorporated a gommerclal area, later designated as a shopping plaza
with space for 11 to .12 storgs. All of the financial projections)relative to Wood-
. lawn Gardens were deve10ped by KMF, or the Chicago Rehabilitation Management
Foundatlon (CRMF), the h0usingndevelopment armm of KMF CRMF was also to handle the
management of the project upon its completion. R .
.. Canstruction began in 1968, when HUD approved a mprtgage of $9.3 mllllon and .
the f1rst units were occup1ed in 1970. The Tinancial expeffence of Woodlawn Gardens
!11: the next two and a half years was disastrous. During l970 less than 50 percent
« of the unlts were rented and at the'year end, the incdéme to Woodlawn Gardens &as

-2

only about one-half of the projected 1ncome, yet administrative,Aoperatlng, and

S t105 b

1. The entity formed for this purpose was the TWO/KM% DevelOpment.Association\

.
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maintenance expenses.were about 12 percent higher than projected for 97 -percent

occupancy. Real estate taxes amd insurance were almost dduble the projected- level.

By'the end of 1971, income slightly .exceeded the'original'esqimates; all units ’

had finally been rented, but it was almost gwo yefars since~operation began During
1971 the first copclusive evidence of the underestimétion of the total gdministra-

t1ve, maintenance, and operating expenses became clear: actual costs ‘were more

" than double the ant1c1pated level. As of December 31,- l97l Woodlawn Gardens was

.gram be created. Secondly

delinquent in their FNMA payments and overruns in operating expenses, real estate
‘taxes, and insurance payments had been experiencEH. Nguring the year, one major

step was taken in an effort to improve operations and mitigate against further

‘difficulties. The, management contract w1th the Chicago Rehabilitation Management

‘Foundation which had sole respbn51b111ty for managing,and Operating the ﬂoodlawn-
&

Gardens development since 1nception, was terminated. TWO felt that'CRMF lacked
adequate fiscal controls and, records. Soon thereaﬁter TWOIentered into a manage-
ment,-contract w1th another realty company . T ///
By the summer of 1972 three additional steps ‘had been taken in an attempt to-
alleviate the severe financial problems. The WOodlawn Gardens mortgage with FNMA
had gone into default and was assumed by FHA--a sign that solutions had to be ﬁound
soon or forgclosure would probably result. The first dctions were initiated by the
TWO/KMF Board of Directors,. They authorized an immediate rent increase of 10 to 12
percent and diﬁfcted that counsel undertake steps to obtain a reduction in real

estate taxes, that operating gxpenses be reduced, and that a tenant, ’education pro-

the sexvices of Arnold a Porter were made available

to TWO through the Foundation's technical assistance program, their role was to
assist in the formulatiun of a remld’alfgg;ion~plan for Wood lawn Gardens. A third

action taken also involved technical assigtance; inthis case, qhe Nat ional Council

‘for Equal Busihess Opporpunity, Inc. (NCEBO) was asked to review the operations,

problems, and prospects of the shopping plaza and’its'tenéngsn ‘Furthermore, a .
WCDC Director of Urban Development was hired whose maim task was toudevise a work-
able solution td_the growing problems of Woodlawn Gardens, ' ‘

Ag-a tresult, of the Arnold and Porter report, TWO/KMF reduced the maintenance

and security staffs of~Wonlawn Gardens, increased rents by 5 percent, and, through

- litigation 1nitiated by WCDC's legal counsel, secured‘a rebate of more than one-

Q

half of the l97l real estate takes and a reduction in‘the 1972 tax_bill. DeSpite;

' . P
these factors operating expenses for calendar year 1972 were more’ than twice the

" level projected. Real estate tax and insurance payments were still 157 percent of

the original'estimate. Income for the year was about 20 percent in excess of the

EKCW?.? S )T R
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By the time milestones wererbeinglset, more than a year had\passed since the

’

plan for reinstating Woodlawn Gardens as a yviable project in March of 1972 had been

developed. In the interim, it had-become apparent that the problems of the develop-
.. ment had not_ been resolved bhrough implementation of the plan. 'Morecver“the"findingsrr“

?.,and suggestions for alleviating the problems of the shopping plaza contained. in
NCEBO s report, also completed in March 1972, had also proved inadequate or infeas- 4
~ 1ble. Unfortunately, another Significant pfoblem sunfaced during this perlod, the
discovery of gas leaks in the housing portipn 3f the development, thereby “compounding
Ehe project's financial crises with physical deficiencies Consequently, a number
; o]Tnew steps were 1n1t1ated dur1ng the first year of this study. ; When m11estones////i
p' ‘were being set, it appeared as ifa permanent solution was, indeed, in the, process
of b81gé fonnulated with technieal assistance from a major developer, provided - 4
‘ by ‘the Ford Feundation, WCDC had resolved, the gas leakage problem and develope
strategy for returning the commercial port/pn of the development to v1ab11ity THis
- strategy was to‘secure a major tenant capahle of taking over a substantial part, if}\
not- all, 'of the encloggd mall. The most probable candidate was the Health Maintenance
Organizatioaneing established by a TWO/WCDC subs1diary, GWAC. ,,; . ) N
. Perhaps the most significanbsaction taken dur1ng the first year of this eval-
" uvation, as an effort to prevént the impending foreclosure of Woodlawn Gardens by HUD,
was the retention of outside advisors to undertake an,. independent evaluation of the
) management and financial status of Woodlawn Gardens and to develop a plan for the”
future viability of the development ’ . . oL - .
~ The technical advisor s report on Woodlawn Gardens was cmgpleted in June l973
shortly before our milestone setting process with TWO/WCDC staff began. The docu-
‘ment contains the results of.an extensive analysis and evaluation of the financial ‘
administrative, operating, maintenance, security, and tenant involvement aspects of
:‘ the development The most important part of the.analysis, for our purposes, is‘that
which pertains to recommendations for the immediatecand/long -range ‘operatiqns of }
Woodlawn Gardens. These recommendations formed_ghe basic structure for this entity
'during the year‘for which performance is being evaluated The remainder of this € .
section concerns the actual accomplishments of Woodlawn Gardens during the“last
year’relative te-mi lestone targets, which were predicated on the recommended course

of action, and some ather objectives not.reflected in the milestopes.
‘. " . L ]

A Milestohes and Achievements for Wbodlawn’Gardens " . \}
14

- 4
v .

- Before examining the performance of ‘Woodlawn Gardens in terms of milestone

4

achievements, it is important to understand the financial and management plans which

were designed to return the project to viable status in.the long f‘n It was clear:
Q : - - . ‘ v
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that the existing debt service problem: (1) resulted primarily from an‘\extraordinary

- underestimatron of Operating costs at the time of inceptio

~and (2) could not be

resolved by Aincreasing rents (this was econonically unreglisti¢ and would be inimical
.to the goal of providing affordable hou51ng for low- in,ome residents who were already '
paying in excess of 30 percent of their incomes for rent) or by reducing operating

. costs (which were already comparable to several other Chicago 221(d)(3) hous1ng

pIQJECCS) . T f&' . / . / . .

The alternative recommended for the short term had two elements Fzrst it~ -
was suggested that HUD apprﬁve an interim financial plan out11ned to HUD/l
-1973. This plan provided for:

in June

;«r// ' (1) deferment of martgage principal pay ents, i
- . _(25 deferment of contributions to reserve for replacement, and » . :
L (3) development of funds to carry out extraordinary maintenance and )
\ v needed repairs. s ' : ‘.
{ Second, it was recommended that WCDC take certain—steps. In terms of m;nage-

ment the interim plan called for WCDC's newly created.Real Estate Management Division
to begin partial management of the housing complex as of Octob ,1‘ 1973 with full"®
management in effect by January 1, 1974. The essence of the interim management pian,

sident management Capa 1lity within the TWO/KMF DeVelop-
w1th the aé/b

however, was to develop a
ment_Association which would functl tive part1c1pation of the tenants
In terms of financial objectiveés, the im plan.proposed that WCDG secure

a major<tenant for the commerc1a1 area of the complex and thereby generate itional

annual income Furthermore, efforts were, to be made to furthe;/reduge the real estate
taxes and reduce annual 1nsurance payments. If ‘these potegtia~ savings“could be

achigved, total annual expenses would ve reduced almng 14 percéﬁt On balance, if
all of these adjusUnents could be’ arranged the total cash ayailable for annua1 debt

service would 1ncrease about 63 percent. i . )
It was expected that the interim p1an would‘ne followed, assuming HUD :approval

of the first compoment, at 1east until January 1, 1974. At thaththne,'it would be

known how successful WCDC had been with reSpect to the second component of the .

v interim,plan and, consequently, what sort of permanent reinstatement plan would be
. ’ . "

B ~

feasihle, based on the annual cash available for debt service.

- - [y

Milestone perfoimance with respéct to the residential portion of Woodlawn Gardens

siightly exceeded ekpectations.1 Rental collectioné during the milestone‘year -

v

were 5 percent.higher than the previous‘year and 2 percent higher than the projected. .

“~

1eve1 Since the rental rates. did not increase, the increase is attribuﬁahleh in

part, to,tﬁe relatively high rate of occupancy and .low rate of turdover during the

1. Selected milestones for Woodlawn Cardens are s in Table 28. '/




, Table 28
WOODLAWN GARDENS - SELECTED MILESTONES ANT)"ACHIEVEFIENTS
- e y Actual - «—Expec.tei.___, ﬁ%i‘
During During ) . Iluring ®
. ‘ ) the year, | ° .| the year, | the’ year, ’
’ P | As of | 7/1/72 to| -As of | 7/1/73 to| As of | 7/1/73 to
.~ Milestones 71713 1/Y13 | 1716 /176 | T/LT6 | 7/L/7h T
. > i1~
Residential ' N ) ~ - ' N e
+ . 1. Number of units and . . )
' average-rental per . R P oy o
. .unit per month’ L 504 $151.94 504 $151.94 504 $151.94 -
. 2. Apartment occupamoy |  95% . 95% |-~ - - 96%% ] ° :
3. Tenant .tarnover in' [~ | * . . ¢
- . apartments . 10 tenants 7' tenants | - 5 tenants
' A . N per month ' ~] per month : per "month
Commercial ¢ _ . .
L. Occupancy = ° ) 67% 95-1007 < \u% o .
o\\. . L 1 eight - _ ' _ \\fo . L
N T tenants|{ R . tenants o .o
Overa1\1 B 1 o T A
. Annual income . $1,004,509 ) $1,00&768 $l,020y;3(350§r
ﬁz ‘Net "cash-'surp lus . - o ‘ ’ oA
available for debt ) ' . p L,
service' and, extra- ‘ ) " N
ordinary repairs ; ) * . | .
" . accrual T *. -] $241,000 .| $286,5008} .- -]..$246,500 !
e, - v , < "_.c . 299,500 | - - § %

‘Note: Additiomnal m.lestones were established for:. gross apartment rent collec-
* tions, other residential income (laundry, interest, miscellageous), gross commercial
- rental income, average commegxal rent per square foot collected, number of present
tenants in arrears, and mortgage payable. . _ R
\\, . PR .

v
%

year and in part, to more efficient billing and collection procedures in effect
duringi%ost of* the" year. Both of, these factors, in- turn, are largely attributable
to the fact that WCDC and the newly hired on-site management staff did assume ‘par- .
.tial mapagement of Woodlawn Gardens i(n October 1973 and full management as of
January l974 as was expected‘ One of the important elements of the new management
plan’ was the implémentation of a compﬁ't'&rized billing system for WOodlawn Gardens.
"This objective was accomplished during the last three months of 1973, primarily .
; through the joint forts of WCDC and" the new on-site management staff, ith the
assistance of theic‘gnical advisors. In general, the assumption of management
resgonsibilities h&‘been successfully exec\ut\ed although WCDC performs some of

\\ the funéttons o g?ﬁ'&lly intended ‘for the on-site management staff / .
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Actual accomplishments with respect to the commercial milestones for Wood-
lawn Gardens fell short of the projected levels of achievement. The major objective
WCDC hoped to accomplish by July 1, 1974 was the leasing of a large portion of the

"mall area to.a major tenant, probably the Greater Wood lawn Assistance Corporation's \
..... : ealth center. During the last six months of 1973, however, it' became clear that ’
" Xpe cost of renovation required to accommodate GWAC was prohibitive and an alterna-
“““““““ ti e major tenant would have to be secured. Although fhe idea of leasing the space
) a\ medical facility to a private group of phys’i:éswas inmediatelmupon, -
e expended in s?arching out prospective tenantg and negotiating ith thenm, |
lays. As of July l 1974, therefore, the mall area had not be‘\leased

tenant but final discussions on a lease agreement between WCDC and a

were in process s | \ ' '

e milestone year, four of . the eight tenants occupying the plaza as of
July 1, 1973, .ei her vacated voluntarily or were evicted. * These vacanciés ;were

not filled by WCDC
of the space to a maf r tenant. As a consequence, expected rental col;iftio,ns from N

anagement in accordance with the plans to lease a_large'portion

comercial tenants durifg the last year fell” short’ “of the targeted lev
The interpretation ofsgverall performance for this entity during the milestone
ortant set of concerns

1, 1974 compared to

year can be viewed usefully fro o perspectives, One i

relates to the relative status of Woodlawn Gardens as of Ju
the beginning of this evalyation period. . this perspectiv ther% are a numbz:\r .
of indications that major sttides.have been made. The_gas lea problem was resolved
and an extraordinary repairs and deferred maintenange progtam was: imp%.emented in ’

January 1974. Full tnanagement responsibility was transferr d*from the_exte al/

realty company to WCBC management staff and the on-site personnel at mn )

Gardens’. While the on-site staff has not been able to assume ;ll of the futctions
L o expected wene staff seems to be compensating for the ‘slack and overall performance
' appears to represent a considerable improvement ‘over previous years.

Financial reporting, billing, and.collecting efficiency, as well as handlihg
of day—to-day maintenance and security have improved substantially. In addition,
firm negotiations on the lease agreement with the major tenant .for the ‘mall were
in process. "1t appears that the additional annual rental income will be genarated,
although not until 1975, Furth/

obtained generating slightly more savings than expected, although it was not possible

Tmore, a rauction in insurance payments had been s

to reduce real egtate taxes further.' Finally, the interim financ‘ial plan, described I
earlier, was informally appreved by HUD in late 1973 A formal Provisional Work-

o

Out Arrangement be}ween HUD and the TWO/KMF Development Association .incorporating

) D ) *
- ‘ /
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the same basic terms but with.increased.pa nts to HUD4 was entered into,in February
1974 to cover the period January 1, 1974 thjiugh December 31, 1974. This was a sig- /
nificant step forward in the direction of a permanent re1nstatement\plan expected
to be im lemehted in January 1975 when the previous arrangement expires.

The othI

erspective from which overall performance can be interpreted use-
fully, focuses on thefinancial experience of. the entity during'the relevant time
period. Total income to Wo ’rdens during the period'July l,.l973 to June 30,
1974 exceeded the projected level by one percent. However, a shortfail in net cash
surplus avallable for debt service and extraordinary repairs ;eflects the fact Qsat 7-
expenditures incurred during the year alsc exceeded expectatlons.
One factor which caused a signlflcant ‘increase in costs relative to previous
. years was the hiring of new on-site management staff and increased janiborial and
security personnel. These three cost items alone comprise moré fhan one- third of )
totad administrative, operating, and maintenance expenses. Comparisons among cost .
figires indicate that these particular cost items account for the bulk Of the )
\\b\\\\ ;ncrease in administrative, operating, and maintenance costs between calendar year ~
- 1972 and the twelve month petriod ended June 30 1974 :
AN Another major factor which caused expenditures from July 1973 to July 1974 to be
81gn1f1cant1y higher than p¥ior years was the implem;n:;:ibn of the interim financlal
plan, described earlier.1 Prior to Jyly 1973, the TWO/KMF Deve10pment Association
. was unable to meet its monthly financial obligations to HUD for mortgage principal
or interest and for the reduired repair arid replacement reserye. - As part of the
ingerim financial plan, monthly payments on accumulated mortgage interest began in
July 1973. The sum of these payments during the evaluation year ampunted to about

25 'percent of total expenses, exclusive of extraordiaary maintenance and repairs.

. Also, in establishing the special fund for the latter’ early in the evaluation year,
an initial contribution out of qperating income was made which constituted an addi-‘

-

tional outlay not Tmade in.prior years.

A
’

Although Woodlawn Gardens did experience a loss during the evaluation'year,

real progress has been made in organizing4and implementing a\financial .plan to )

"*improve the prospects for its future viability While it does not seem realistic

to expect‘the generation of cash available_ for debt service of the magnitude pro-
posed byi;he interim financial plan, a permanent reinstatement plan involving lower

debt service requirements seems likely.

g 1. .See p. 100. ° o <L , .
} .




JACKSON PARK TERRACE .- ‘ ) R

A comparison ‘of the experiences ofs TWO with Woodlawn Gardens and Jackson - R
Park Terrace (JPT) dffers a study in contrasts both between TWO s strategic approach

to undertaking a housing development then and now and between _different sets of
overall obJectives in undertaking the two'prOJects. Because JPT was not completed

’

durlng our evaluation, we cannot compare the operation ard maintenance phase of o

these two housing developments, but we do observe differences in the 1n1tial approaﬁﬁes -

to these projects which .indicate learning on the part bf TWO and an increased likefi-

v

o hood for success in JPT. To be sure, there have been serious and as yet unresolved
&

problems in the. deve10pment of JPT, as there were with Woodlawn Ggrdens. But the.

problems and challenges posed by JPT do not parhllel %tiose of Woodlawn Gardens.

The following study will 111ustrate some significant-differences in approach, sig-
. ‘naling a change 1n strategy from that w1th Woodlawn Gardens. , T

. .
- '

'One of the general changes ve’ have noted in all ef the CDCs.is the greater

.

emphasis on long-run business and commercial development relative to direct social

impact programs that were initiated in earlier years‘ In Woodlawn this principle
is 111ustrated graphically by the change from _the Woodlawn Gardens project, which '
houses low-income res1dents from the local community, to JPT which may héuse a large )

number of dedle -income rds1dents from outside the comm#nity. , R L

~

The study of- JPT highNights some of the factors motivaﬂing this shift of

emphasis .Many of these factors are similar to those which influence'other CDCs to

1ncrease their empﬁas1s on commerq1a1 v1abi11ty rather than direct and immédiate

«social programs for community residentsa s - o~
_,«‘\‘\ ~“4'
A. . Historical Background and Milestone Objectives

In 1968 TWO submitted a pr0posal to the University of Chicago for a housing .

-

and redeve10pment plan in the amount of $1 million. This was also the year that

' construction on Woodlawn Gardens had begun. -In response to TWO's proposal, the
trustees of the University offered to leage dam 8 acre tract of 1and to TWO for a
. period of 65 years on which housing for low- to moderate- income families would”be /’ﬁ
constructed. The_ site location was considered, highly desirab1e~31nce it is aituated )
in proximity to the University of Chicago and Hyde Park, to the Museum of Scienpe’ ff# )
and Industry and to Jackson Park and Lake Michigan, offering many physical and ;/!
- . recreational amenities. while only about 15 minutes away ‘from the Loop by publ@c-
transportation. Given thkis Oppdrtunity, _THO begar® acting upon the Univergity,s pro-

posal and moved forward on the development ofﬂackson Park Terrace, now referred to

N
"1.,’)

as TWO' s first major thrus% in the total redevelopment’ of Woodlawn. o
"‘N»‘"\ .
) ' ' . . hh”‘h“
Ve . . Nn..»‘““'
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To enabie TWO to proceed with plans for the site,-the University also offered .
to make a¥ailable a revolving loan fund to be used as seed moneYi Ten percent of'
the fund would be available for immediate use, such as hiring an architect and other
necessary consuitants,‘while the balance dould be drawn upon re&uest. *In order to
provide a cushion for iater use, 5 percent of the estimated construction costs were-
to be set aside.in an escrow account to cover any cost-overruns in consf;uction.}

[ By Sep;ember 1971, prelimimary plans had . reached a sufficient stage of-develop-A
ment to secure a letter of feasx%}ﬂ;ty from the 1111n01s Hodsing Development Authorify
AIHDA) inviting TWO to submit a formal application for mortgage f;nanclng,/subject
to the receipt of acceptable.schematic plans. As an authorized recipient, of FHA 285
and 236 allocations, IHDA disburses these funds as they see fit to developers buxKQ1ng

multi-family or single-family houS1ng As in the case of JPT, IHDA sometimes ap 11es

federal funds as a "plggyback" to their own funds, generated through the sa e /

]

evaluation b

the multitudg

University of Ch go, and on some issues, the-community leaders of Woodlayn.

o>
J

’ MaJor reﬁponS1bi11ty for the prlmary directlon apd coordination of concerned )
partiesﬂtbroughout the planning phase fell to the Director of the Center ﬁLr Commu - ¢

nit »Change, a Foundation-supported. t//hnlcal ass1stance organlzation engaged by '
he Foundation for. this purpose.. Other techn1ca1 adv1§ors were prov1ded éo the

!

project to act as repre/entatives of WCDC in insuring efflciency and timeliness on.

all’ aspects of the onstruction phase. .

déveloper, such as gecurlng necessary permits from the appr0priate local departments.
Otherskgere\peculiar to the nature of this particular project, such as the necessity
of»obtainlng approval of several, diverse concerned parties on virtually every signi-
ficant element of the development process. . - o '
+ + One erample 'of the 1atter is the difficulty eqcountered in securing a general
contractor for the pr03ect In an effort to insure significant minority participa-

‘ion, TWO, recommended ,to IHDA that the construction contract be awarded on a

-

. .
;- . o 7
et
: ' 4 1 1 3 : L ) ' )
4 -y M .
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_ persisting through negotiations with

[
I .

joint-venture basis IHDA agreeh , ng ftms, one black and one white, were approved

by IHDA to”begin detailed cost, analysis After several months, however, IHDA "informed

‘TWO that the'white firm would not be acceptable because his performance on,other

- IHDA jobs in the recent past &md not "been satisfactory After a number of discussions

w1th other firms, the Crane Constructlon Company was chosen * At the same time the
3
black contractor chosen earlier req\ested an award of the contract for the entire
2

development Both IHDA and the‘Un1vers1ty

f Chicagt_rejected this proposal, hawever,

-on the grounds that the compaﬂy had no expetrience inbhigh-rise construction. After

C for several weeks, it became clear that

WCDC would not ovefride the objections of the funding sources and the black contractor

L
ding that the firm/wo’ld make every effort to involve

,w1thdrew from’ the }{ojecé cjnpletely N Thus, Crane was deS1gnated the sole general

contraetor with the underst

ne

minority contractors to the fullest extent possible.

. <%
Tne'construction-phase was initiated at the time Mmilestone. targets were being

*

set. Although a construhticn period of 20 months was stipulated, completion of&all

322 houslng un1ts.was expected by July 1, 1974. Occﬂpancy was expected to begin as

.

of April'ﬁ, 1934 w1th approximately 80*to 100 units occupied by July-1. o

,,s- ":vs

Through September 1973, construction progressed on schedule, but problems .

-arose which. were deemed likely to(cause delays in the' near future if not resolved |

'quickly The most serious problem concerned the instailation of the off- -site sani-

taFy sewer, a reSpon31b11ity of the city. Since the sewe; is the;deepest utility,

its 1nstallatiow is required before other underground utilities and paving, etc., .
can be ‘done. Ap arently, the city had made several commitments to start work, the

f1rst being June l 1973, but had failed to meet them The city fiqally began work

on the off- 81te sewer in late November nearly six months after the izfgial commit- ¢

ment date. If all had gbne smoothly. beyond this point projections may have been

'met, but unfortunately, there wvere further delays in other areas. The lumber strike <

in November probably delayed progress somewhatx and this was followed by. several

days of inclement weather in December.’ Eerhaps the.most significant delay, however,

was causéd by the.cement suppliers' strlke According to omne wCDC official, the

strike resulted iQQP two-month delay in construction o . .

~

Clearly, mé%?$of the difficulties -arising over the’ last year could not have |

y ¢

been foreseen by the staff or their technical advisots at the time target levels

were chosen. Althou h none of the units had been completed by the end of the eval-

'uation period, overall performance with regand to the construction of Jackson Park )

Terrace, in consideration of all the delays, is commendable. As of August 1974,

‘five fldors of the high-rise building had been turned over to WCDC and six tenants

B . . . . - ; . . .
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: _Novémber 1974, s 7

{
SdL The primary long-term goal WCDC

: R 1 B

., -

had moved in. “It was expected that the entire development would be comp leted by

The general approach weDne, "3nd the other arties

the approach to deve10p1ng Woodlawn Gardens. planning, for’ example was

seriously lacking in the earlier development, hile for JPT finan:in§>;eguirements

. -

and potential f1nanc1al problems for the constructior phase were <arefully analyzed
\ g/jigflseveral reyisions

*were necessitated by unforeseen dhanges in city building codes, by the enefgy "

shortage, and by changed plans for a security . The cost increases resulting

ﬁrmn these conti gencies:fhowever would-befoffset/to some extent by the revolving
loan gggd*/stahl?shed by. the University of /Chicago.as well as the potentiai savings

W expected to realize on interest for the inte%im financing The/potential

period than necessary s
, ’ .ot

B.' Strategic Objectives

opeg\%o ealize with'respect to Jackson %ark
Terrace 1s the-v;able 0peration‘of the develppment with an economically mixed tenant
population. The desired ienanq mix at the end of.this evaluation consisted of 60
percent of the tenants paying market*rents, 20 percent paying basic rents stipulated
by FHA's Section 236 housing pmogram, and 20 percent receiving subsidies under the
federal Rent Supplement Program in order’ to pay the basic¢ rental rate. . What this
w1ll mean in & rms, of tenant family incqme distribution is difficult!to specify at
this point, but an examination of the income limits and correSponding rent §tructure

. applicable to JPT clearly indicates that the distribution would ‘be skewed toward

]

©

families with incomes significantly higher- than that of Woodlawn s currert residents. ‘

In the discussion of Woodlawn Gardens, the point was made that current rehts
on that project could not be/ raised without destroying the low* toxnoderate -income
character of the project./ In JPT, however, rental raggs for the .40 percent of the
units subsidized average 25 percent higher than those of WOodlawn.Gardens. Market ’

‘rates Tor the- remainder of the units in JPT are nearly 60 percent higher, than the -

subsidized rental rates there. N '

Frqn the perspective of the low-income family seeking affordable, decent housing,.

the prospects in JPT are limited. Indeed, it may turn out ‘that the great majority of
low-income tew;nts will necessarily be ones. who qualify for ‘federal rent supplements

because those Whose income just exceeds federal renr-supplement income limits will be

i,

. 1. See pp. 99-100, " T

L 115.
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“middle-class. A public relations firm was hi??ﬁ by WCDC to handle mdrketing, adver-

: many residents of high-rises in other neighborhoods were interes’ted so they became

- ‘ 1104

-
» RN e

e/ Y R N

. \ .
unable tg pay the full basic rent, ! particulariy if rents are increased as. ag

cipated, Consequently, a S1tuation may result wherein many Woodld

need of improved housing are excluded from a housing development whj was finanted

through a program designed specifically to provide housing for . On the other

mix of tenants.( Based on our obse/ ations, the encouraging rent-up picture-is attri—
butable to three" factors i‘ene, the grow1ng scarcity of rental housing in the .
surrounding area, partly due “to the 1ncreased trend toward condominium converS1on,’
two, locational factors, such as the proximity to the University, the h spitaiv and
recreational resources and three, an aggressive marketing strategy. [ﬁ °

' The marketing strategy employed. by WCDC has been particularly significant in
generating the favorable response to JPT thus far. Beginning in early 1974* WCDC

embarked on a concerQed effort to market JPT as a modern, convenient, qudlity .

e

housing complex® offering an attractive and viable alternatiVe to suburbia for the
Aand v: .

tising, and public relations.
Emphasizing the various amenities of the development, marketing efforts were
aimed specifica%ly.at certain desired target groups. University and hospital people

compr ised one target -group. °'Based on initial inquiries, it became apparent that

a target group The third general target group was Chicago 's black middle- class.
' With these primary groups in mind, brochures were" distributed in the University and

hospitals and went out to a mailing list of over l 000 before the official grand

S
-

opening WCDC designated the Woodlawn community as another, target group, although
the ‘marketing strategy with regard to Woodlawn was quiet compared, to the overt

marketing efforts aimed at the other taréet gfoups L

1. A technical ddvisor's report discussed the issue of the .regressive nature -
. of the basic rent structure  for familtes in the middle rapnge of 236. income limits,
i.e., $6,000 to $9,600 per year. The basic point is that families wféh*ihtomes in . (
this range would have to pay between 30 percent and 40 percent of their income at' " b,
“the basic renfal rate vhereas families ‘with 10Wer incomes and higher incomes usually '
'pay 25 percent to 30 percent of their income on rent.

2. See the discussion on'pp. 45-46, which reflécts the’ strategy of WCDC with
respect to this issue.

b, . ’ LD
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. 2. Upon final closing, .all rents collected above the basic rent for each

The rationale- underlying WCDC's strategic approdch to the deve10pment of

Jackson Park Terrace is based, in part, on the v1ew that Woodlawn, as a communlty,
cannot become viable if it remains an enclave for the poor. 1 1n carryxng out this

first major effort toward total redevelopment, WCDC gxpects JPT to demonstrate the

feasibility of creating g viabde develoPment witk an economically mixed tffhant
populat1on - - . .

A thorough examination of the emerging financ1a1 situatlon of fhe JPT’deve10p-
ment suggests another reason why an economically mixed tenanc‘90pu1ation is nes1rab1e,'
and perhaps, necessary. & comparison of total estimated annual expenses relative

o*
to total estimated income based on Subsldlzed renfal rates2 reveals that some

subsidization of exP!%ses will be necessary if debt service requirements aré to'”
be met. By the terms of an "operating subsidy" grant, IHDA has agreed to provide
for JPE, sdppiemental funds will be avajlable for this purpose for a time. When

this grant has.been depLeteé, subsidization could be provided, in principle, from

funds generateg from the tenants of JPT paying market rents on a continuing basis,

»n -
.t

“,

1. See discussion of WCDC's redevelopmenc strategy, Chapter 3, pp. 45-46.

unit must be turned back to THDA according to the tems of-the agreement between
WCDC’ and IHDA. Vs '

’ 5 ‘ »
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. must be weighed against the overall viability of the project, as discussg

,.egénomic undertakings,

- P, . 112

. - ’ THREE COMMERCIAL CENTERS

-
o
To understand the commercial center developments, we first studied the process

of developing shopplng centers as customm ily followed by private developers and -
isolated the most important factors thathdetermins the “success or failure of shopping\
centers in general. We then traced the development of three CDC shopping centers
payinggparticular attention to the critical factors thus isolated and examined how
well the CDCs did with respect to. these factors, In addition to the individual )
factors, such as financing and tenant selection, we also paid'attention to the sequen{l
cing or timing of the various stages of development: Timing is a very important
aspect of developing shopping centers, and we show how costly it is for the entire
project when deviations muét be made from the sequences fcllowed in successful cepters
and when significant”delays are incurred, as in the case of Restoration's Commefcial

©

Center. ) ;

Many of the trade-offs for the CDC in developing shopping centers are similar
to those involved in housing developments. Both types of projects require large.
amounts of CDC resources which might otherwise be devoted to other CDC programs and
priorities. 1In’ both commercial and residential ventures local community interests*
in this

and with ex-

chapter. Additionally, the reputation of the CDE within the communi

ternal funding sources is affected by the failure or success of

%se highly visible

LS

“While the-individnal projects of Restoration, TWO, g#d Zion*differﬁinjhany < ¢

important respects, each has at least'three common ob ctives-

1, to fill the community needs for improv .retail outlets;
2. to develop a means of providing opporfunities for local minority
’ sbusinessmen; and ' : ‘ i
3. to provide a major opportunity foy/CDG managers and staff to gain
valuable ¢xperience in the varigds phases of commercial development.
oy,

This study summarizes the impact and some

4

shopping centgr.ventures to date.

«

toxrs hnd Development Sequences - "y

N v -

A, Shopping Centers: _ Critical F

The smallest type of shoppjfig center is the neighborhood center which usually
does not exceed 100”000‘squar fdet of gross leasable area (GLA). The anchor tenant’
(i.e., the primary'traffic enerator) in this type of center is, most often, a super~'l
market or-a‘drug store. #The prinary_function of this center is its egnyenience‘to
c0nshmers, rather th its selection of c0nsumer goods.' Intermediate or community
larger than neighborhood centers and range normally between

100,000 and 400 /000 square feet of GIA.

centers -are Ssomewh

Here the anchor tenant is,frequently a
T )
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junior department store and possibly a discount drug store, offering customers con-
venierce plus limited comparison shopping goods as well as convenience goods. Finally

thete are regional shopping centers which range from 300,000 to over 1,000,000 “uare .

eet'of GLA., The anchorS“fof’Jhese/éenters will be one or more full Iine departmén&
U~stores7——fn—t:z:e:;éiﬁs, WOodlawn Gardens, Shopping Center and Progress Plaza are
neighborhood ters with 54,000 and 64,430 square feet of GILA, respectively. Restor-
ation's Commercial Center is a community center with 179gl72 square feet of GLA.
. Despite the differences in size and ultimate tenant mix, the initial development
and(management of any shooping center or’ fairly complex 0peration involves the coor-
dination of diverse sets of participants and orocesses. In this regard we identified

or failure of a shopping center. These factors are:

(i) site selection--the most important consideratioms here pertain to

\ the characteristics of the trade area: demography, existing and
potential competition, accessibility of the location and its
physical propecrties. '

(2) financ1ng--method of’f1nanc1ng, lease terms and rent structure
considerations. ) . L .

(3 tenant mix--requires information on the commercial needs of the
selected market 1n//rder to guide choice of merchants to match

dem *h“7%rade area. ‘ o
. (4) laxout--design of center should afford maximum visibility of all X .
' " stores and generate cuStomer traffic throughout. .

(5) marketing--establishing and 1m§nementing effective mechanisms
for marketing policies, e.g., "merchants' associations

.

(6) management--cheice of an agent or individual to coordigace ]
activities with respect 'to the center.and handle problems of ° )
merchants within the center. ) e :

3

. Timing and coordination of the various stages of the development ‘Sequence also bear

~

’ 91gnificantly on the ultimate viability of the center.1 The following sections veview ~
the experiences of the CDCs in developing shopping centers from the persPective of

how the critical factors and their sequencing were handled.

- -

B. WOodlawn Gardens Shopping Center: An Under- Planned Failure _.-

‘ The Woodlawn Gardens Shopping Centef officially closed in 1973, acknowledging

e

a failure which had been apparent to most observers for some time. Causes for the

failure are mumerous and probably had their origin‘in the beginning of the planming

phases of that deve lopment. . - ) '

1. These factors and the dynamics of their timely coordination are discussed
. in "Case Studies of Three Shopping Ceénters," Carl E. Snead, 0719-01~5, November 1974.
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Woodlawn Gardens shopping Center was a neighborhood center with 54,000 square

feet of gross leasable area, located near a busy intersection on the South Side of -

Chlcago " The development sequence in constructing this shopping center differed

markedly from the sequence adhered to’ by most pr’ate develdpers in the industry, .

and the unique sequence taken by TWO probably contributed to its difficulties.

The pro_]ect was begun in 1963, not primarily as a commercial venture, but rather

,as a part’ of a residential-commercial package. TWO had no major interest at that time

in becoming a commercial deve loper, but rather was _i'nterested in building -housing in

. . ’ N
the Woodlawn area. The property on which the center was eventually constructed. was

owned by HUD. Alth‘o‘ugh TWO was primarily interested in housing construction, the

. property was not residentially zoned. In order to acquire the land, TWO had to agree

to allocate a portion of it.-to residential_development and another portion to commer-

K]

cial development. \ - .

The Kate Maremont Founda tion, acting 1n an advisory capacity to TWO, thought

the site had commercial potential and pushed: &or TWO to develop a, shepping center. .

The feeling of Kate Maremont was that a commercial center, with its high expectations '

of revenue, would enhance the’ debt-serwce position of “TWO_ for,‘cthe single mortgage

covering residential and commerc1al development TWO did wish to premote the devel- .

opment of local black businesses in the area, and a shopping center ‘could provide a

vehicle for doing\so Thus, it was dec1ded to move ahead w1th the project.

Much of the prudent exploratory and preliminary work- was not thoroughly under-

taken before construction of the center began or firm commitilents were made. Spokesmgn

for '];WO 1nd1cate that this plann1ng was to be done by the Kate Ma,remont Foundation. :
Although we do not believe that the project lacked Sufficient potential initially to !

justify TWO's 1nvolvement, it seems clear that much more planning from the very begin- //
‘nmg of the project would have been required to realize any significant degree of
success. The decision to build a shopping center in thig ‘case was not - based on’a
careful consideration of projected risks against projected gains. ' - -

In particular, failure to undertake a major feasibility study prior to further
planning for the center proved to- be quite costly in terms of a series of misjudgements
of expected revenue, monetary costs, and staff costs,.as well as Other requirements
of a shopping center For instance, initial expectations were that the center would

e provide $13,700 a month in revenue, of which only $9,500 was actually realized. There‘
were othér reasons why the actual sales volumes were not higher tl&an they were, but
the point here is that inSufficient exploratory efforts by TWO in “this project did

not fully ‘alert TWO to some of the contingencies that may have been fareseen.
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Aruitoxt provided by Eic:

-Minimal invéstments could have been made in market stud1es to assess the
general su1tab1}1ty of thé choSen site "for commercial expansion, rather than re1y1ng
on visudl ifispections and gut feellngs of the need for such; expan51on. Most of what

‘we have identified as normal x”T/tatory work for a proposed center was 31destepped

venture (which is rev1ewed ear11er in’ this chapter). T .

'

Several difficulties encountered in this particular commercial venture were
traceab&e to the unusual sequence of development stages. Negotlatlons W1th potent1a1
anchor tenants no;mally_go forward dur1ng the preliminary phase, before constructlon
begins, or even before arch1tectura1 plans are finalized, Jhe primary reason for |
this general approach is that after a developer has acquired a good sense of the
scope of the proposed venture, he must identify potential sources of funds. Commit-
ment from lenders require some commitment from tenants, although the exact extent

'
" to.which the leasing program must be carrled forward before permanent financing can

. v L4
o f -
be.secured varies. - . .

Both construction and- permanent f1nanc1ng were provided by HUD, and constructlon
began,prlor to a commitment by prospectlve center tenanEs. During the construction
phase, tenants were identified and.commltted. Architectural and other planning- ‘which

is done with part1cu1ar tenants in mind is -usually subjected to close scrutiny b
parties who stand to gain or lose by the manner in whlch tHe planning is executed.
‘There were no such external checks in this case. ‘ . St
The site actually selected for the center. seemed ideal in several respects.
The surroundlng area was densely populated, w1th new housing developments planned
concurrently with the center. There was easy access to the center from the "el,"

<. v {

bus; car, or foot. T . .

The major difficulty with the site was one that holds\tgue for most inner-city

locations, namely the unwillingness of natio chains off// rat\a\te\ants to loc

atg
in such areas. AAA companles have litt centlve to incur the\?isks associ/;ed/)}////i
with retailing in 1ow-1ncome deteriorating sections of the city whe otherﬁiegs T
risky options are open to them. Throughout the 11fe,o£”fﬁrs center, attempts were
made, most unsucessfully, to ,bring in major companies,glike Les-On Drugs, which
could have made a tremendous difference in the ultihdte outcome of the!project.

Poor location was not the onfy factor deterrlng AAA companies, but it was an impot-

tant one. ) T ; ) /

- . . <
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- outcome of tze Center. Lot ) . ’

' . . ’
The financial f‘r, also, proved to be espeoially crit1ca1 in the case of
the Woodlawn Gardens Centér*\\?he rent structure, léasing reements with tenants,

and the particular method of finanelng ChlS proJect all had their ,tol on the final

« ., o -

Both the 'ifnterim and permanent financing were prov1ded by "HUD which, as we

p01nted out earlier, had its, own reasons for financing the prOJect. These reasons )
did not have to do with commerc1a1 but\rather with residential consrderations.

In the usual ‘method of financing, private lenderéhimpose restr1ctions q?’the . o
developer whtch minimize the risk of default by requiring,a certdin percentage.

of the cente space, usually‘65 to 70 perCent, to be leased to AAA-rated tenants.

.

Top credit t%iants are expected to prov1de enough minimum rent over the life of
4

their leases

.

o cover debt service, real estate taxes, operating and qmnageme?f

expenses, i L ‘ ' . R s
HUD placed no such restriction on TWO in financ1ng this project, and TWO

gid not secure enough’ AAA tenants to cover its’ debt service from dinccme derived

‘from these ténants. TWO's diffieulty in signing major tenants resulted in. less

than 20 percent of the gross-leasable area being initially occupied by AAA tenants,
‘In additmon, the remainder of the tenant mix in the’ center was inagpropriate -

\for the trade'area it, served. Con\umers were not offered the range of convenience .
\]

'goods compatible with the requirements for a 1ow-1ncome neighborhood center. The

lﬁmited line specialty;jhops n the center may have been more:- appropriate for a -

- middle-income area tha »

for Qoodlawn.' . . . c o L
A mismatch between "the merchants and the trade area consumers was not surprising |
given the’ manner in which tenants were. selected for ‘the center. Tenants were v
selected and signed by TWQ's Directgr with a view toward providing opportunities ; B
for black merchants and filling the center spacet It does'not appear that local ‘
rethil needs played any significant role-in the assignment of center space, - .
So we-see here an.additional negative consequence of TWO ] departure from /
traditional industry practices ‘with ;egard to developing a shopping‘gznferjl ..

Normally the feasibility study and market study, which have ‘other uses as we-have
tailed break-doim of buying

seen, will have additional pay—offs in terms of

habits and needs of potential traders, Utilizin ts of these types of studies

the mismatch between the . T
N B . / - b . “

center merchants and the community. . s "

by carefully select{ng tenants may have helped Te

o~ ¥

Compounding the difficulties derived from getting the "wrong" cat%gory of

N

merchandisers in the center, TWO accepted a’ high risk,!rade~off in filling the i .' :

- center with so ‘many loc'l.merchants{ Had TWO beén able to sign a larger’ number~l'

| ’ X ! 'y 1 2 2 ' ‘ | ' ‘vn
: :
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;- - of nati“nal campanies with fewcr loc 'the rental income for the centeyoﬁ/ld have
been lo&ver but more reliable. AAA tenants typically pay less rent per. square foot

‘than l@al companies owi.ng to Beir stronggr bargaining power. The local tenanfs .
- 1A this} center often de&ultéd on their ‘rents, (iIlust‘f’ating the preference of most
J\t lenders ﬁon strong national tenants. It is doubtful fhat full effects
. of ¥ent" versus risk" trade offs were ‘econsidered in selecting tenants for the center.
" The site plannmg ota'\ l*ck of it was particularly critical in a shopping ,
/cem}r,like this one ~which lied .primarily on, foot traffic. The layout of the
/ ﬂoodlawnxGardens Shopping Benver wes sub optjma'l, with respect to foot traffic as

wellaas visibility of stor®s. .

e mall had shops and ‘stores cant-ained in three -
distmct buildingé' a fact whic'h rked to the disﬁnct disadvantage of the smaller J
+ shops. ‘1t was estimated that about R0, 000 per ons shopped at the TWO-Hillman su
market every month, but because of the separation of the supermarket from the mall
area, most of these customers were not exposed td the rest of the. center. The;:.fore,

. _much of the effectiveness of TWO-Thllman s as ‘an anchor or major draw 59? the center \S

was reduced because of the center layout and placement of Hillman's within the center.‘

An additional attribute of the design of a center is that it should bé as

S attractive as possible to traff1 outside the center itself, In other words -the

design s‘hould sexve as a sort of adsertisement to petential customers in the area.
g b4

The Woodlawn Center design had no such effect. To the contrary, the outward appear-
ance of the center resembled a series of arehou@ Perhaps there is no way to

Lt calculate the actual loss of potential revenue in the mall attributable to customer

/ " ignorande of what. the mall was all a\out. e .\~ o
[ 4 '
Realizing the fruits of much of what has gone before, in the planning and

3 develqpment of a center, hinges ‘on the adoption of a successful marketing pOolicy.
. It is. effective advertising, pricing, and promotion that the Woodlawn Center’ 'lacked
and consequently much of the actual sale potential was 108t. -Several "of the sfna er\ e
shops were%ot ab¥é to realize suffic1ent .sales to keep them afloat to the detrim/igL/

» i

of themselves and the center as a whole. . C - : Yf LT
L R Excessive retail prices- were an important deterrent’ to achieving the volume\
"of sales that would have beén required. for profitability of the local merchants.

AThe 1ow-income consumer frequenting the center simply could not ‘afford the, mefchandise

offered by the local merchants. Part of the need for setting high prices was the

high overhead faced by these merchants. Rentals for the smaller stores. averag.ed’ T
$5:75 per square foot as compared with $5.00 for the center as a whole. it is also ".‘
apparent that many of these businessmen dacked experience in. the techniq'ues, of ‘

Voo ; < ‘ b
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pdrchasing that wolld have .enabled them to pass savings on to customers in the

form of lower retailiprices. ‘

. Advertising and promotion for the center also appeared {neffectiwe'though
there were some efforts.to bring'improvements in ,these areas, ?The engagement of

a successfullshopping center advisory firm in 1971 did not bring in any, results for
the fledgling center, though it 1is difficplt to say where the fault lav. « What canl
sbe observed is tHat WO failed to organize an effective mexchants association, s

a means ff/dealrng with these various marketing d1ff1cu1t1es that ¢ommon1y occur

in shopping centers.

. Provisions for the development of a merchants associatlon ‘and for its flnanc1a1
operatlons are usua11y written into the lease agreement. The bylaws of the associa- |

tion which gulde its activities 'must be referred to in the lease. The bylaws should’
N A )

spell out the obJectLves of the assoc1atron whlch are namely promotional‘adt}vities,
publicity, spec1al events decorat10n,~and cooperative advertising, as well as otheY

Jolnt endeavors on behalf of the center. ’

. . -
: PN .
. 9.

€

“There was a merchants assoc1atlon “in| the TWO center, but 1t lacked both pro-
fesslonallsm and adequate participation by members.) For the most part, promotion

and advertlslng were" left to individual merchants. There’ whs, therefore, no ~

»

plannlng or cons1stency‘to the advert1s1ng.b £ ] tL \

~

~~

Woodlawn GarBens Shopping Center, rather. than providing® a revenue source to

shore up the res1dent1adapart of Woodlawn Gardeng, became a failure and a net cost,
&
\Q; descrlbed above, the failure came from-a variety of factors. The most important _

» .

\these yere:

Iy

\\(1) - poor prlor plannlng W1b§‘no major feasibili4y or market studies;

(2) weak tenant selectiop” both with respect to merchanaise offered and
management capabllity, "and . ‘ 4

.‘- * Lrs .
i%;,/_ﬂ,;;,,,LB}»'littlewon?goingrcontrol gemeng of the operation phase.®

"

. -~ . !
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Progress Plaza: @andldate for Success .

g Thegexperlence of Progress Plaza has differed quite markedly from the Woodlawn
“Gardens Shopping Center in most important respects, though “there have been som,
similarities. Progress Plaza is widely accepted as the most successful of the
black-owned and developed shopping centers in the country, although it was not
profltable‘as of June 1974, The ultimate profitability of,Prqgress Plaza ‘can

only be estimated af this' time, but our general assessment is that thd Plaza is

] ¢

on the road to qperating in the black. . ST

<

Progress Plaza, like the Woodlawn Center, is located in a center &ity, near a

major university, and is well served by public transportation. Regarding \financing,

1‘34,

. \ *
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tengn m1x, layout marketing, and management of the oenter, ?rogress Plaza has

ac
outperformed the Woodlawn Center by a substantial margin. It is difflcult to say

for the relat'fVel'y'"§'u'ccessﬁul_gpgrition§§\“§§_~
e will, therefore, examine éach

of the factors in addition to the timing and se uence'offvarious deve lopment

.
> , . ¢

which ,of these factors is most responsible.

of Prog;ess Plaza, since they- all ihteract.

phases. L - .

.

The sequencelfollowed in developing Progress aza was more nearly in line

: : Woodlawn Gardens. The more ‘sophigticated approach adopted 'n developing Progréss

Plaza was undoubtedly a factortin gccounting for the degree of

o

now enjoys.

.

. _varr\:s community surveys in an attampt to assess the likely reSponse of potential
trade are&’shoppers to a new center. Residents were asked what type of tenants
< . they wished to see in the new shopping center. Generally, Zion fet that it had

a rapport with the community which would be most affected by the proposed shopping

center and that the community would support the center..

\

!- ‘ After acquiring. thé Broad Street site, a commitment' from A & P was to serve
.+ as anchor tenant for the center, thus helping to firm up t ficial package.
Technlcal assistance and advice was solicit om the First Pennsylvania National

project. - o

. Bank, the permanent lender for
.\§everal other m jants were approa¢hed for center occupancy, and many of

* them did theii >

Gwn market studies. On the basis .of these studies, several of
them accepted, sug sting the potential inherent in the project. There were no
. major difficulties exper ced in initially getting tenants to join the center,,
‘ . The site'actually s‘lecte r Progress ?laza is well suited for retail
expansion. It is well served by an impr public tranSportation system.

sit subway stop a block

There are bus routes on Broad Street and a rapid

away from the'Plaza. Several additional factors helped to the site desirable

for Zion's purposes°

I

(1) Some Mnowledge of*cmmnunity residents had been gained by the Zion

L organization in connection with other successful projects carried
. out in the communify; including the Zion Garden complex. Strong

* support from this.community is an obvious benefit of this location. »°

~ . L]

‘i" EEE R " 129

'
- -

N




. e . 120 o
! ' T h * L \

(2) New p1anned re51dent1a1 construction ma)7 enhance market: potent1a1 in
*, future periods. :

»
- L]

(3) Close proximity to Temp}e University proV1des a rich source of sales .
potential, o

Progress Plaza has been succeszul in converting the potentia1 benefits to monetaty
gdins,’ part1a11y by attracting approx1mate1y 30 percent white patronage. )

The maJor‘liability of inner-city locations, such as this Broad Street site,

has been overcome by the Plazas °They have succeeded in attract1ng A &P and-other

|
|
|
n

AAA companies to this location. There can not be a more solrd indicator of the )

attractiveness of a site than the willingness of AAA companies to locate there,

based on their-own market Survey of the surrounding area.

- ~ The overa11 financial p:gkaging of Progress Plaza was much better structured

" than that for the Woodlawn Center, though there were several errors made in packaging

‘the Plaza, tao. The total cost of the constructlon was $1,426, 856 which represented

85 peXcent of the tofal cost of the center. .The median ratlo of construction to the

atotal (cap1ta1) cost £ eighborhood centers of the age group of Progress Plaza is

*y

74 percent. Constructlon ‘of the Plaza v‘net based on. competl.{lya. byk_lng or
comparative selectlon of several fimms. Rather, the role of general contractor
for this development was granted to the patty who relinquished his option on the '
s1te in " exchange fof the’ assigned role of general contractor. This arrangement did

* + not prove particularly costly to Zion given an 1n1tial savings' on 1and cost and-~the
fact that no major construction difficulties marred the opening of the, center.
’ st ruc1a1 as the relative construction costs is the 1easing for the ' / {
‘center, and it was’ in this area where many-lessons were learned. The primary defect
in the 1ea51ng program was an EESEE assessment to tenants on their rentalss Rental
rates charged to ‘tenants were based'on the typical rents charged for similar merchants

‘ industry-wide, as reported in The Dollars and Cents of Shopping Centere.2 This .

approach to sett1ng renta1 rates was po'doubt a better one than a random determin-

ation of rent structure. However, rental rates were not sufficient to cover the

\g . costs of operating the center. For example, it was estimated that in 1972 eight
\' 6f the leases in the Plaza had rent levels and common area maintenance reimbursements
that.were too low to cover the'cost of the Plaza for that tenant's Space. This was .
" om an income and cash flow basi;\\ ~ . ) ‘ o
N ‘ I\ This’ figure excludes tenant\improvements. :,\ C o ‘ ‘ t
’ 2.\\The Dollars and Cents of'Shbpping Centers: 1972, Urban Land Ingtitute, . r

- Washington Q‘C., 1972. ) . ‘ .
' - ‘ N ' \ : > ..
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The initial mix of tenants occupying Progress Plaza was reasonably compat-

ith the retail needs of trade area shoppers, a result partly attributable

. tenants for\the center, ‘Qgring the preliminary planning stages, consumers were
surveyed directy as to whatr they perc1eved to be the major retail needs.
Although the reliability of such community surveys is questionable, they are
“surely 2 better guide to selecting shopping center tenant’s than what was evi-

7&enced in the case of Woodlawn. : v

It appears that the tenant mix has contributed td the overall financial

%

success of the center prOV1d1ng ‘each, of the small merchants w1th m@re business |,
than he might have generated had he located -outside the Plaza. Difficulties

expar_enced by some of ‘the merchants w1th1n ﬁhe;Plaza do pot stem from merchan-

!
dizing the "wrong" type of retail goods, as wag true to some extent in Wqodlawa.
18 g8 typ %

-"

Rather, the difficulties of sOme of these bus1nesses stem ﬁrom the inexperience

of their owners in operating the1r own businesses. N

The layout of the Plaza 1s a basic "L"‘Nﬁm 1sfcommonly used for neighbor-

hood centers, and has two- levels. The first level houses the Various retail js"-

outlets 4mount to 53, 830 square feet o0f gross ‘leagable area, with the wpper’

lgvel designaded as office space"‘th“?’ﬁOO‘square-feet -of- space occupied by .
Zion affiliates. Becayse the parking lot is directly in front of both horizontal
aﬁd vertical str1ps "simultaneously, shoppers can leave their ca®s, go to stores

| bné strip, walk around to stores jin the other strip, and return to their cars
with far Tess | walking than(would be possible in a straight line strip. ’ Visibility
of one strip to another encourages greater Lnterchange among stores than Zf all

stores were spread out in a straight line or as the ﬁoodlawn Center was laid out.

Actually,'the distance is not smaller unless the shoppers.cut across the parking i

lot and shoppers are informed about what other stores exist in the complex. Both

of these character;stics ‘have encouraged greater pedestrian interchange than either
* A 4.‘

horizontal at vertical strips.-

v

This design is especially good for the Plgga 8 corner lot where one strip
+faces each of two major intersecting streets with parking in front of\both strips
at the corner. With one strip parallel to each street, maximum visibility of -
gtores is achieved——‘Such a visibility factor is especially important to Progress
Plaza because of its heavy reliance on foot traffic. Also, high visibility of

L, N 1

available parking4spaces“is provided. ., -

/
With regard to the marketing factor Progress. Plaza was.much ‘more success—

ful than the Woodlawn Center in realizing the actua& sales potential of the trade

S 1t
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area., Retail sales hisporyy for which our data are incomplete, wodld prdﬁide‘tﬁe"

most mean1ngfu1 assessment of marxeting success.’ According to our information,

: however, sales and revenue proJections for 1973 and the first’ 31x months of 1974

en

:vere not fully realized. Other marketing factors which should be noted are the

activities of the merchants association and overall promotion of the center. As

was notedlin the dlSCUSSlOﬂ on leasing, temants were under 9¢sessed for rentals

so thatfthe association has not been as financially strong as it might have been.

Nem)tenant 1eases which are being negotiated have’ strong provisions for tenant:

part1c1pat10n in the assoc1ation, a factor which should improve the overall sales

volume for the Plaza. Promotions have highlighted and afforded exposure to many

of the*smaller tenants and enhanced the overall performance of the Plaza. These -

actiuities partidlly explain the low 1eve1 of vacancies experienced by the Plaza.

"It was the management as much as any of the other factors we have noted

‘that has accounted for the relative success.of the Ptaza (and the failure of

thenwoodlawn-Center): The Plaza's ménager‘has responded to the needs of the small

" retailers in the center by utiliaing a Zion subsidiary, EDTC. The ownership

.and management tra1n1ng of EDTC has been a useful mechanism for: assistlng local

merchants 'with 11tt1e experience 1n operating their own businesses. A fuller.

utilization of the resources of the training cénter may be aéhieved by requiring et

e

participation of certain local tenants who demonstrate the need for such training.

-~

D. Sheffieid Commercial Center*‘ ‘A Troubled Beginning

1

.. }%e experiences of both the Woodlawn Garden Shopping Center ard Progress

Plaza prov1des a useﬁul backdrop against which we may summarize the history Yo

of the Sheffield Commercial Center ‘to date. There were important similarities

and differences&between the development stages and timing'for the three projects. v

The major coatrast between the Sheffield project and thﬁ Woodlawn Center is

2 in regard to the extensive planning and e§ploratory work done by Restoration
of

. . for Sheffield and the comparatively little done for the w%odlawn Center.

.. The Commercial Center, which is the 1argest of the three projects, is”

’ to be a. cOmmunity center consisting of 175,530 square feet oi gross leasable

area. The project is funded by a combination of private and‘?ublic funds.

épecial impact and private foundation funds (both grapts and 1

'private bank loans, and Restoration funds have come into play.
/ : -

fmately 87 percent of the increase was due to design chadges and, 13 jpércent to °
.. . SN r
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price changes. The increase has necessitated an upward revision of the required

‘ .

3

average tenant rentals from about $5 to about $6.25 ﬂér square foot.
The initial schedule called for constructlonato start in July 1972 with
substant1a1 completion of the. prOJect 1n November 4973. At ‘the end of our m11estone

-

period, July 1, 1974 the project had not been completed Expectatlons that the .
cente: would open in November 1974 were subseqdently rev1sed to a target date in

late spring of 1975’ 3 delay which requlred.a funther increase .in carrylng costs '

for the pro_]ect.1 The Commerc1a1 Center opened on October 2, 1975. At the time B
this evaluation ended the long-term viability of the cénter could not be deter-

mined although the financial situation was a cont1nu1ng matter of concerne.

., Restoration officials,. while recognizing the risksy remained optnnlstlc about

the Center's prospects.. Reasons for continuing conéern, aikwell as posifiver

aspects of the Center are d1scussed below. . . .

»

The exploratory phase of the “Sheffield Center was thorodghly executed by
- Restoration. Sophdsticated and detailed matket and feasibility studies were

conducted in anaiyzing.the sﬁitability of the’project at its'current site, The
conclusion of these studies, of course, indicated that the phoject was a viable

one, provided proper administrative and managérial plans were developed and

llmplemented . Some ofﬁtﬁgemaéeaﬁgﬂxi:tages of the prOJect and the site werre: =~ v
(1) a very large mar&et by normal thdustry standards, (2) perce1ved good relatiods - '
between the owner and the communlty, (3) increases in famlly income in past decades,

() negllgible local competltlon, (5) built-in security and safety system, and
(6) excellent mass transportatlon facilitiese. ) - i
Disadvantages vere thohght to be mainly of a short-temm nature. They “ - ‘
included: (1) limited income area, (2) instability of area due to h1gh;cfime,
fragmented families and inadequate housing, (3) low educational and occupational
attainment of area residents which affects earning capacity and consumption habits,
and (4) limited parking facilities. Lo . e -
Other major elements of the pladhing involved the. projected tenant mix %nd
the center layout. The projected tenant mix for Sheffield reflects a conscious
attempt to meet major retail voids in the ared. This represents a sharp contrast
with the case of Woodlawn, where tenants ‘were selected on an almost ?anyone'interested“ ’
basis. Retail voids were identified with aid of market studies and data analysis

done by the Economic Develppment Department and Restoration's Research Office.

1.’ In May 1973, .Foundation technical advisors estimated that monthly carrying
costs for a vacant center dt the beginning of 1974 would range from $65,000 to
'$86 000 depending upon tax-asdessmépt.rates. .
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The Jdata analysis 1ncluded a computerized 1nveﬁtory of all the businesses in Bedford
Stuyvesant: Some # the retail voids indicdted by this study were: L o

1. major supermarkets with ,reasqnable prices, . )
2. clothing shgps with quality merchandise, and - : ! %
3.' restaurant”’and specialty shops.

Present plans ar¢ to bring most of these sorts of businesses ipto the center
including a supermarket which will be the largest in the community, clothing stores,
and specitilty’ shops. ? . ‘

* The cehter also plans to prov1de other amenities which should serve to make the °
center more attractive 'to its clientele. There will be, for example, an ice skating
rink, foungain, and plaza, as well as/ther services: It is not clear at the present
time that all of the planned amenities, including the skating rink, _can provid@®a net
benefit to the Jproject. "The skating rink is not likely to generate enough revenues
to sustain its operation and will therefore require subsidization from the remaining

t nants. The anticipated mix between national and local tenants is approximately

-
-

60 percent and 40 percent, respectively A . )
The layout for the Sheffield Center is hot the most common layout found in ' s

community centers,‘although it.'is similar to some recent centers in Washington, D.C.,

San’ Francisco, and elsgwhere. TIts effect1ven!§s at this point camn#t be assessed

with any degree of certainty. The interior of the mall is aesthetically pleasing *

and 1¢ sure_t: provide shoppers w1t.h,a, pleasant atmospheg irbwhich to shop, marking .

a sharp contrast with the decaying environment surrounding the structure. At the ,

same time, there are basic difficulties which the present layout must overcome , if

the full potential of the center is to be realized. 'Among these is the visibility - -

for the merchants within the center. Most of the' shops are not visible from the main ‘

street's or intersectidns facing the center. °Shoppers_have to enter the'mall’area by . N

passing,between the'special walkyays from the street in'prder to see the‘full range

of stores and shops within the center. . = ™

While the extent of the exploratory investigation, prelim: nd

for the Sheffield‘Center has beén much more e%ten31ve than the corresponding phases

l_for Woodlawn and Progress Plaza, the timing and’ sequence for the Sheffield Center has °
been unusual and symptomatic of special difficulties not discussed extensively in~the
case studies for Woodlawn and Progress<Plaza. They center on u;rious components of

the financing factor which we have seen can be esPecially critical for the vipbility

of dn entire project. More specifically, difficulties experienced with the construction\

of the center have proven costly for Restdration and have illustrated the interdependence *

of factors critical for shoppirig-center. developmentu ' /’lh\gzﬁ
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As pas true of both of the other“shopping centers, ghe awardiang to the construc- |,
tion contract for Sheffield Center was not based on strictly economic criteria. That
strategy may have meant competitive bidding or gome other process of identifying the
most capable cont¥actor for the given amount of financial outlay whi ® Restoration = ¢,
was prepared to make. Instead the role of contractor was awarded to a sdbsidiary of
Restoration, BSRCC, in order to provide a potentially valuable learning experience

fto BSRCC even though the§ were not thé-lowest bidder:on the job. This was in keep{ng

ith. Restoration's, intention to develop its minorits contractor into a competitive
and capable contractor. However, BSRCC was no},able to perform as expected, resulting
in costly construction delays, and a shlﬁ‘}ng;of the general contractor role to anothé?\~n
Restoration entity, RDC-CC. 1 At the time of this change April 1973; the project was o

-

seven months behind the initial schedule ! . . : E\

-

e,

Leasing Qlfflcultles being exper1enced by Reéstoration are partly attributable to
delays in construction. Other sources of leasing difficulties stem from the posture f_
of the AAA.companies regarding commitments to this inner-city project’withéits rela-
tively unknown developer (RDC-CC). 1In most commercial center developments, leases
(or strong assurances) are required prior to constructlon. As of July 1, 1974,
however, only one lease had been exgcuted for the center, although two more were out ‘t
“to be s1gned. Many of the national companies expressed to Rescoratlon an unw1111ng«'~
ness to commit themselves to the project until the physical structure was substantlally
¢ cpmplete The preva111ng attitude among some of éhese companies is that the project
is identified with the povert;\program and is therefore a high- risk—venture. They
demand as pﬂbof of Restoratlon s capability, a physical structure wh1ch attests to -
both the seriousness. and capacity of Restoration to undertake a project of this scope.
It has meant proceeding with the development of the center in:an atmosphere of uncer-
tainty as to the securing of lease incomes 1
. " Directly relating.to the leasing problem is that of securing permanent financing.
o of the approx1mately 60 percent of AAA- tenant occupied space desired by permanent
‘ lenders, only "28 percent of the GLA was leased to AAA companles. Hence, the securing
of permanent finanting is being adversely affected by delays in construction, *Added
nese consequences are the increased overall project costs resulting from construc-
tion delays as well as from the‘revisions due to design and price changes.' ’
There are additional problems that will need to be addressed after the center’
opens. Among the most important 01 these, g1ven the degree of soc1al commitment -of
all the CDCs as well as the overall success of the center, is some form of assistance
to local tenants. The structure of Restoratlon, like _that of Zion, is especially

suited to prov1de aid to local merchants. The Economlc‘Development Division-can

L

T, See, also, discussion of BSRCC in Chapter 2. ' - .

S &
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commit technical a =\{anagement'assistance to many of the merchants in addition to
) :

financial assistance. Thi \gistinpe will include such services as account1ng td
managerial ass1stance, refinancing p «-osals, advertising, and sales techniques.
We would expect thereforb the performance o'\\pcaiimerchants to more. nearly resemble

that kf locals in Progress Plaza than of those inthe Woodlawh Center. .

Conclds1ons
Undertaking large commercial ventures has resulted in severaldmportant conse-
quences for the CDCs. Among these, is that each CDC has become more k;ZE“s» are\of\ ’
the need for extensive planning for ventures of this kind and has demonstrated that
awareness in the preparations being made for future projects. Both Zion and Res- L

: toration are plannipg to build additional commerc1a1 centers and eaclr of them is

1

.undertaking sophisticated analys1s of the need and feas1b111ty of the proposed N

ventures. Restoration is deve10p1ng its own research capab111ty in part through

-

its subsidiary, Restoration Researqh office, wh11e Zion i's utflizing the resources

—~~
7

of external firms,. Success for the CDC is not guaranteed by this sort of exten81ve‘

- .

preplanning, but its prospects .are considerably enhanced.

»

o . .
The development of these first shoppingncenters by the CDCs have also necess-{ﬂ/,,f’xf/

: - // =
sitated the reliance, to a varying extent, on the use of outside financial-amd™
technical assistance. This outside suppoft has not been uni rmly/beﬁégicial to P

the CﬁCs. In Woodiawn, the shopping center was sponsored by the TWO- Kate Maremont )
Foundation Development Assocla%ion “In this atrangement thé Kate Maremont Foundftion
provided f1nancia1 support and planning while TWO provided some staff to develop the
center. Neither party to th1s joint venture raised the sorts of issues that must be
raised concerning the requirements of developing and managing,a shopping center for

an organization the size of TWO. . . , . ’

In Restoration technical assistance was provided to assist RDC CC in leas }=‘ :
the center The effort did not appear to substantially speed up the leasging. Concern'
was expressed at Rgstoration that technical advisors take considerable time/in” . U¢
learning the operation rather than offering constructive .advice. | ' '

Zjon, ‘ot the other hand was able to secure technical askistance informally »
from a major bank, The First National Bank of Pennsylvania, the permanent lender
for the project, The general view was/that this advice.was genérally helpful. This

ssuggests structuring adv1sor~gdvis relationships in such a way as to, relate the

; ‘.
compensation of the technical dvisors to the outcomes of the prPect in addition e '
., - 4 S ";.
. to utilizing thosevespecialdy competent in their areag of aexpertise.: ‘ , o
. K 4 N A t ) + ‘
\)‘ ) . ‘ L . . . . I . ."’ .
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Having completed the present shopping cénter ventures has afforded the CDCs

an exposure to the financial community which is an important step toward the CDC f

becomlng a viable entity representing community interests, They are developing’ -

"track records" which will make them more credible in the eyes of potential lenders,
/potential tendnts, and community resident Strong belief in the demonstration and
su\stantive effects of successful large-scale projects by CDC management has motivated
attempting\\hese pIOJeCCS. The difficulties we have noted” in connection with devel -
oping these cent: y'be thought of as investments in the capital stock.f& the CDCs, e
consisting of rn::;m;l\éonacts within the financial and business communities, -
which are needed, and the'ie;hnital\competence the CDCs have acquired ;nAputting‘

a11 the shopping center p1eces together.

One of the major 1essons to he 1earned these pro}e ts is that when

strictly economic“ and strictly soc1al" goals, ?re c ned in a project strains
may develop. Achievement,of the Msocial" goal of promoting b ck entrepreneurs
nay be reached but it must be Quiit on a sound economic base. To attempt to. »
) develop a shopp1ng center primarily on the strength of local inexperienced
merchants can spell disaster both for the merchants and the tenter as a whole.
The Woodlawn center did not attract enough strong national tenants to the center
to reduce the risk of failure for the entire’ projecE. Both TWO. and the merchants
lost when "the centér failed. _ /- ) ) \
< In.ProgressJElaza, attempts were made to -agc—minority businesses'! -~

by offering lower rentals than sound economics would dictate. Alghough the

Plaza experienced some loss of revenue for this policy, it was not serious

‘enough to jeopardize the entirefproject.-.Nhat may have been partly responsibl
for the success the Plaza achieved in reaching its social goal of as
EDTC. The EDTC

ng local
black businesses was the availability of 1ts_training,

training and PVCC financial assistance have ded a measure of benefit to local

businessmen. A more structured Te onship between these entities and the Plaza

would probably enhance the¢ p ormance of loca1 merchants w1thin the Plaza while

,,»

improving the ov performance of the Plaza i'tself. 'L' S -

estoration, the Economic Development Department has become formally

) nvolved in the _process of aiding local tenants. This more explicit involvement
////////,of the appropriate subsidiary entities in providing assistancel£or’the local

tenants is a promising meahs of accommodating both, economic and social goals.

m,.u
I8
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’ 3 SUMMARY OF OBSERVATIONS AND CONCLpSIONS . R !
" : e ] £ \

A Y

The previous chapters have summarized the performance of the individual compo-

nent entities and programs of the CDCs. The quantitative information derived' ffom

setting the milestones and recording the actual achievements relative to them repre-

sents the beginning of an historical record of CDC activities and output, lev?ij-ﬁhigh
In

can provide a basis for the development of. reasonable performance standards.
Section B of this chapter we draw s¢me general conclusions from the assessments in
the previous chapters, compare CDC activities and performance, ‘where appropriate,
and provide a br\eﬁ overview of the current status and future prospects of the three

- CDCs. ‘ : . . >/

- .

Before d01ng so, however, we will comment “om some ke¥ aspetts of the context/
and problems facedmby CDCs, based on our observations in carrying through this study

.In our view, these broader issyes require explicit attention if the CDC ideaﬁis to

be.analyzed and evaluated property. ' e
t . ‘ .

\

A Observations and Issues ) ‘ . ~ /

SR )
3)

That they are alleimportant is clear; but, the relative influence of each of them
While it is not sensible

external development support: institutions, and

the organization and choices of the CDCs. themselves. ' ..
is’ virtually impossible to establish in any rigorous way.
to pretend that Such a precigg calculation of influence is possible, valuable infor-

~-mation would be derived from a thorough amalysis of the kinds of issues raised here,
an effort which goes beyond the scope of the present study. Although we do not

pretend to have reached definitive conclusions on many of these issues, we do think

\
it important to emphasize that the analysi§ of current.performance of CDCs discussed

- in Chapters 2 through 5 is not the only aspect of evaluating the CDC idea which is"
relevant; nor is its quantitative assessment the only way to tell whether or not

CDCs are worthy of support.

IS x

i .t
/,,c/

' Vf have distin uished three general classes of va 1es which fluence CDC \
e . & g ' L
resources, choices, and resultant community outcomes. . R ‘
L national and metropolitan-wide changes;
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1.  Influence of NationglfTr/nds and Metropolitap Comparisons: | ° L Y

RS

-, 7 / L4 /
by the impact of“national ahd id broader urbany changes than many organizations. These

P
) Conmunity develoﬁment corporationseare not less, but- probably more, affected
T which the CDC haslze;étively little control, range from the obvious
Ampacts of shifts in public pregrams, such AF the .moratorium on rehabilitation
ap other housing by HUD, to the more complicated interactions with the national
//////and ‘regional economic" picture. The 1engthy inflation and more recent recession

experienced nationally, for: example, have hit poor and minority communities with

particular foroe, exacerbating the unfavorable conditions already prBsent. As a“°
result, opportunities for CDCs to mobilize resourcés have declined while the set
of problems they attempt to address‘has grown. .- ,&/ - N
(At the same time that_‘he national economic picture has Wecome Hleak, the -
3 Federal Government has shpwn 1ncreasing signs of backing avay from the social and '
redistributive programs of the 1960s. OEO hds been dismembered, low- and moderate-
income hoqging programs severely reduced, and income or welfare support programs
\ under serious fire. Generalirevenue sharing has not been,used by state and local
) governments to maintain/;he)}evels/of/eggort in social programs achieved under ‘ -
. categorical grants; nor has special revenue sharing developed as a viable a1ternative. .
fqﬁeJ*QQ;;HZEI;;,;t directions in federal policy and national economic trends paints v
“; ‘a very serious and bleak picture for both CDCs ‘and the’ communities they, sgpve. :
) Two otherlsets oﬁ data cpmparisons ar pertinent to .the determination. of A
idual CDCs and for®those assessing

_1) ¢omparisons between socioeconomic ¢

program priorities and needs for\the ind

programs of several cnc§7’ They are:
" tions in the CDC- df;irted communi ..

of - these condit ns among CDC communities. ' \
1\

_and the city in which it 0perates and \

o

i set of ¢ arisons, mentioned in the introduction of the report, ‘
vide a‘sense of h adverae the community 8 conditions are relative to those of

he city. Rela 1ve, income 1eve1s, unemployment rates, housing costs and conditions,
and’ publi Servite levels, for example, can be utilized as a rough apprbximation .
of thdative needs in thé local area. The second set” of comparisons provides

/some indication of the variations in problem sets faced by different CDCs, and

cDCs. The information derived from both of these persyectives is important in )

.understanding the nature of the environment CDCs operate in: .

1. See discussion on pp. 546, ‘ o '\"
2. Illustrative comparisons are discuased on pp. 140-143, -

— —

L/// hence; some clues about the desirability of different program structures among
|
|
|
|
|

»




Influence of External Development Support Institutjons

a. Resource Mobilization and Resource Allocation1 '

<

. Many evaluation models ignore the problem of generating resources by assuming

‘mathat the organization being eva uated is.vested in some manner with Suffic;ent re-
sources and that its. maJor problem is to make "correct" allocation choices among '}
‘activities., For a, full- scale ana1y31s of CDCs this approach is insufficient for
two mgjor reasons: (1) in many cases, funds available\to CDCs are to be used for
quitefspecific activities and no others (there is relatively little discretionary

, ¢« money); and (2) CDCs have tO'develop a resource mobilization, strategy (utilizing
already scarce resources ?or this purpose) which is distinct from its resource
allocation strategy. Some managers Lnterv1ewed during our evaluation estimated
that resource mobilization requires up to about 25 to 30 percemt of the time of -

\ 7 ., »

key staff. o o ST PR

The ability of a CDC management to respond to information abott=heeded changes
in programs only ex1sts over a range of .outputs for which resources are potentially , .
transferable. In short, the CDC's range of choiges may pe constrained by the requ1re~ S
ments of those providing funds rather than by their ab111ty to idenfify alterna;rvé '
output mixes and produce them. A possible solution, of cburse, is more discretion- {

Y &

ary funds. o o . .
However, the CDC, as a deve10pment inst1tution, operates in a IMighly Tomplex,
?mué%atly interacting system in which thesgeneration of dlscretmoﬂary nds is ~ - !
neither assured nor automatic. A development institution such as a Cﬁﬁ is 1nevit-
ably placed in & 31tuation where it must perform simultaneously a dual role, since

i& is not self- sufficaent. On one hand, the CDC s planning, programming, and

program allocations must relate to the needs and interests. ofigts community con-
stituents, on the other hand,'the QDG's resource. mohilizati@%ctivity must relate
to development support inséitutions. If the contrast between the views of those
provid1ng funds and. the community’ s is sharp, the, CDC may not ‘be able to generate
sufficient funds to become- self- sufficient even if.Post programs are devoted to
generating revenue. While the CDC (or any other development institution) is not
unique in having to play ‘this dual role, 'the problems posed by the dual roles are
significant in an overa11 assessment of CDC progress and’PrniifCts‘Z"d * .

It is not realistic to expect CDCs to generate- sufficiedt revénues from their

rofit\making ventures to maintain even their current staffs and a tivity levels

of Community Development Corporations;*'“Harvey A. Garn, in "The Social ‘Ecoromy of.
Cities," Volume 9, URBAN AFFAIRS ANNUAL REVIEWS °Sage Publications, Inc., 1975, and

an Urban Institute Reprint URI- 10132§- : .

1. This idea is. di:;yssedﬂmore fully in "Program Evaluation and Policy Analysis -

2, "An Approach to Issue Analysis for CDCs, L Warvey A, .Garn, Nancy L. Tevis,
and Carl E. Snead, Urban Institute orking Paper ¢ 07l9 01-3, August 1974,

138 . T




_over the next few years, nor is it clear that CDés .should do so from‘the perspec- s
‘tive of'tommunity valuations. Moreover, q CDC is - unlikely to be vested with '
either taxing or budget .decision authority in\order to grovide resources to allocate
to social programs in the’ foreseeable future.\ Therefore the separation of resource
suppliers to and the ¢ustomer/clients (the community) of the CDG is likely to con-’

tinue, creating possible dilemmas between resource mobilization and program,
~allocation ;trategies. In thig circumstance, it is important to those providing
reéources to CDCs, the CDCs, and the communities served to identify thqse arrange-
ments in which the CDC can pursue complementary resource mobili;atibn and resource
allocation strategies or, if that is not possible, arrangemeﬁts in which conflicts

a4 4

between the two can be ameliorated., . . .o ) N

. P

14

" . b, External Funding Sources .

’

- Many of the programs which have pr%vided funds for CDCs have experienced a
decline -in funds. Others have changed the emphasis of their operations wh{ch has
. affecteg, in turn the allocations “of funds in CDCs. Thexhousing moratorium -is

.. an exanple of the first change. 'The OEO Special Impact Program. is an example of
the second. v, Yo : o N :

- The housing moratorium frustrated the housing.plans of many organ\}ations »
in the urban aréas., Even in those cases where the brganizatibns were ‘able to ~Le
find alternative sources of funds, considerable delays wére experienced 1/ In
other cases the moratorium created an impetus for the CDCs to shiftnattention

‘. to efforts to buiid moderate- to middle- income housing rather than low-income
' housing. =~ " . e '
\\; The changes in tHe,OEO Special Impact Program included both a reduction of

4

unds and a change of emphasis.2 The basic shift‘of emphasis in OEO was toward

©

N

- ~short-run self-sufficiency--particularly through development of i§dividua1 minor-
ity entrepreneurs::andmawa% from social programs. These attitude

\are;shown in

‘ the Sixth Annual Report ‘of “the National Advisory Council on. Economic Opportunity.

There tgiLNatioqal AdviSOry\gouncil states- ) Sg, 7 .

-

o+ . .
The Advisoty, Cqunzii recommends, therefore, that. the broad
sbcial deveLopment aspects of DCs:be subordinated to the objectives
of establishing self-sufficent ccessful business enterprises
‘capable of attracting financial, techuical, and, dther~business4
development resources and providing emp ‘enﬁ for tar et-area

l. These’factogs account for some.delays,in he housing and’rehabilitation
‘programs “of both. Restoration Torporationiand The Wobdlawn Organization. . *
. 22, Of the CDCs we haveé been evalusting, only the\Restoration Corppration -
’ has funds from- the Special Impact Program. _This program is the major” funding




residents. The Advisory Council fecommends ‘that CDCs channel all
funds " into.economic ventures and programs for their support.
Lunss
. The  Gouncil furt:her urges that no no ‘money: granted\ ‘to. .comtwini ty:
? developx‘ﬁ‘ent corporations be specified fortsocial deve lopiment activ-,
ities; social development programs should be administered by more "
- appropriate agencies. ) : . ~

Such an approach can threaten the Tore balanced approach to programming currerntly
c‘haracterizing CDCs and 1ead to expectations "of short-run improvements in profits ©
which are unrealistic. Perhaps more importantly, program strategies consistent with
the criteria of the Advisory CodnciL can jeopardize -links which “CDCs maintain with

their respective communities, s:_nce such links, depend; in part, on the community 8

. F

} v

oi&

expectation that the CDC will corftinue to ‘address itself to a range of social as

— \ k4

- well as economic negds. _' , B - - o~

J\'

. A chauE:ge of emphasis by the Foundation, also, exemplifies the repetcussions

extemal funding sources mdy have on both the organization and activities of the

CDCs. All /of the CBCs which we are ‘evaluating receivé a considerable partion of
.their sta/ff support and discretionary funds from their’ Toundation grants. The

"emphasis by the Foundation, over the course of our evaluation, on larger-scale; more
. integraded deveLOpment packages has resulted in an increased emphasis on real estate

and physical de&elopment management cHanges, and more formal separation of the

o social prog:am en\i’ties\elg'gely not- for-profit) from fife potentia‘l profit-making

economic and.physical) development entities. Ea h of the CDCs eyaluated has continued
. \however, a broad emphasis oh social programs as a'ir eded complement to economic.and
. physical development even though the férmer programs wiN require continuing subsidy.

)
Over timeu these subsidies could come from revenues ‘from econiomic and physical

L

'

development activities. - o . BN

'i\ -~

A &he Special Impact Program (now Office of Ecohomic Development,‘ Community

. .Services Administration) has recent ly emphasized gaining such revenues as the rouf:e

. to seLf-sufficiency Se‘lf-sufficiency is normally interpreted as 'fhe ability of the
cDC t:o generate sufficient revenues -from it's for- -profit subsidjaries to maintain
:Ltself ‘in’the absence of public ‘or private gra:{t .8upport, Implications of this <

~

* to 'be, explox:eds "'v' .o I C .\‘ -

- 1. Nationaal’ Advisory Couneil on Economic Opportunity, SLth Annual Report,
.June, 1973, Washingtan D. C,,, U S. Government Print:ing Office, 1973, p. 4. :

increased emphasi.s on profitability for programwop.tions and choices by t:~he CDC need .
2

3
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Everyone agrees that CpC progr ' ‘should be efficiently run. It'is not
entirely ‘clear, however, that everyone uderstanis "efficiency" to mean the same -
thing From our perspective, "efficiency" ould be broadly defined as "achieving
\the maximum increase in community welfare from “the utillzation of a given set of

'resources. Although it may'seem somewhat paradox a1, proof of maximum production

efficiency of each entity of the CDC does not -necessa ly imply maximm efficiency
from this broader view. Furthermore, observations. about
.of an entity are not sufficient to prove that,the entity is A essarily efficient
in product10n<or3 by extension, efficfent’in—te;ms of community welfare.l °
Thesé factors need.to be stressed because some who argue ‘for increasing se1f-

suff1c1ency of CDCs seem to_ imply that the arguments for profit- making vemtures

. in CDCsygre at the same time, ments for eliminating "inefficient" social
. .
~egrvice programs in favor of "efficiemsl for- prof'l programs. There 1s, however,’ .

no a prlori reason to be11eve that efficientty run for- profit activities are

it activities:in achleving

. 2
<improvements in communtty\welfare. ‘o .

'
i

~necessar11y supemior to eff1c1ently run not-for-pr

Ultlmately, all CiC ac\\\itreah\hould be Judng from the community weifare
- perspective--ecpnomic aFd social service ‘programs; for-profit‘and not for profit
~—

entitres. Profitability of CDC venture% is an inscrumentai\outpﬁt. Indeed the,

13

self sufficiency of a CDC is an .Instrumental o ‘utéomerf-Whetheriig;\s a good or k

in profits in otder to respondito these community valuations. Community interests,

obviodusly, would not be served by wasting resourceés; but they may not be served

best by utilizing scarce ‘resources only to produce outputs which maximize profits.,
~

Social services may have a value to the community which is high enough that the

CDC should sacrifice profits to maintain theam, N . ‘-,;x, . ?:

.. . remalns true, however, that the idea of self-sufficiency is a- powerful
’ one, worklng stmultaneously on funding eources (both public!aﬁd private) which
-~ do. not want to.contemplate perpetugﬂ support«and "to CDC officials who see-the

: )

o ta

\\A 1ncreased flexibility ‘and inauraqce agaiqst adverse funding décisions by Exteqpal

ew T 1,TheSe points-ere discussed <at greetet length in "Prbgram‘Evaluationtand .
Poljcy Analysis of Compunity Developmént Corporatiohs," Ops it.. L v
L 2.° We shdw why it-is inherently more difficult ta estabbish ‘the degree off~
: production efficiency ine many not- for- réfit activities éhan iﬁ.many for-profit !
_— activities in the publication cited,\ PR . .o L

.

e degree:of profitability

-

. bad outcome depends on the uses made of the revenues by the self-sufficient iggii;f\\\\\\\\\
. tutiog\ “To underline the point the community may place. ‘a different relative valde

_oh outputs than the market or society at Iarge, which could Hecessitate some sacrifice B




tggggigz%which would come from self-generated revenues as a great advantage. it
shoul

e recognized however, that the pursuit "of those acbivities with the most
profit potential is not necessarily the same as pursuing those activities with the

greatest potential for enhancing community welfare.

-~
—~
2

3. CDC Organifation and Some Strategic Chbices

All of ‘the CDCs are more formally structured than they were when we started .
the evaluation, although there. is less change in‘Restoratiop~than in the others.

_ since Regtoration has been more formally struc!ured throughout, ZZigincreasingly
formal stiycture of the checs permits clearer delineatfon of the reSponsibilities |
and goals of each subsidiary. It, also, permits more-explicit delegation of K
authority to managers of the subsidi es, which facilitates/mbre consistent’ o

> anning within -each subsidiary. At the same timet it increases the necessity ;:

oping planning mechanisms to také account of possibilities for joint \
action acr bsidiaries and minimize conflicts among subsidiary ‘objectives.

' Restoration has ca. through this .process most completely, fﬁo somewhat less

-

l +

nmnagers, t there was no forméi mechan'sm established to.consider the joint

implicationswof thése subsidiary targets on ‘the’ overall CDC Effort. “IA the fature,.

an effort should be made to incorporate such an extension. This would be especially
useful given the ‘increasing tendency of the CDCs ta engage dn largerqscale projects
involving the joint, activitieg of several subsidiaries. In such a situation the
output and cost projectiqps -of each involved subsidiary are, to some.extent, con-
ditioned by ‘progress on the joint project. R '\ T o
Large-scale projects provide opportunities’for joint learning and coordination

among subsidiaries which are not present in*collections of smaller efforts. . They

) provide opportunities for joint ventures with estabkished firms, vﬁich also may. /75

facilitate learning of the detailed processes required to thake pfbjects g6. They
make a visible impact on the community by offering tangible evidence of positive
activityb which is in sharp contrast with the deteribrating physical structures
in aurrounding blocks. The successful development, congtruction, d Operation
of | such projects are also seen as means of enhancing the credibikQ  of the CDC

“as a development institution with external funding sourdbs and those who might

. provide complementary inveatmant in the community.. ‘

Some of'theae potentiat benefits are achievable (partitularly those related

. CDC learning ‘and coordination_within the CDC) whether or not the large-acale

P . 4
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project reaches its expected levels of output or commercial success. Manv-of the
benefits, hovever, depend upon the degree .ofysuccess of the.major proJects, both |

'}% terms of outputs and their distribution. .- . Vi v

¢

v -

The complications inherent in making large-scajle projects work to produce

revenues rather than serious cost overruns often reguires more experience and

expertise with the details of a particular kind odeevelopment than CDC stafﬁs . "

. e eurrently have. The role of both the technical advisors and joint venturers is .,
to provide suchiinputs. ‘The quality of the inputs is probably enhanced by . the B S
current efforts to tie the teturn to the advisors or the joint. venturers to the ‘W'k

successful u tcome of the, development with positive inventives. Insofar aé>this
is -true, joint venture arrangements with established firms appear,to be a better
_— alternative than technical assistance, even when the latter is fairly’ continuous.
The ultimate level and distribution of benefits andécosts of prqjects of
the scale of WCDC's dackson Park Terrace and Restoration 8 COmmencial CentEr cannot
be definitively established at. this. time. Both wajor projects Were undertaken
after considerable planning and as part of a ¢onscious strategy by the CDCs to

- umke more dramatic changes than are associated with more scattered efforts. "The

s integrated efforts by - subsidiaries required for such projects can be viegii from ;
( his perspective as effective utilization of c0mplementarities among entities . - °
:Mw; . rather ‘than increases in simultaneous risk In Chapter 5, we note both promisirg

a,pects and areas of residual contern. Should the promise be achieved, the CDCs

m\gould not only reap the potential advantages cited earlier, they would also have-

furfher distinguished this. new institution from other, more scattered programs .
for inner city imﬂrovement. On the other hand, if they do not succeed, the high” ; %f‘..
visibility of the projects increases the likelihood of serious adverse criticism ~ P
: of the CcDC pxogram. A . : .'1. . s SRR : : -

” "ﬁi . b_' We cqnclude this.zectiOn with some general comments on CIC. program choices ':~‘i~

~and optipns. ,We did not attempt, in ‘this evaluation# to determine an optima ~-$*“f?.
. ,bfogram.mix against whiéh to judge the actual programs being conducted by the CDCa‘ g

.

_Rather, for this phase of the evaluation, we took the current programs as givan 5, “f:g
and evaluated thelr performance. A mote. complete analysis sudh as that confemplated _;Z??
for subsequent phases of the evaluation, would address questidns of the relative . ".‘”
value of programs and’ could ,therefore, provide information‘about possibilitiea ;i{‘yff
for shifting funds from one program to another, assuming discretionary funds were v
available.. . i/ . .

Choosing an optimal program mix for a pai ticular CDC requires knowledge of R

\v
- savéral‘sets of- funotional relationships. Thd‘basic relationship is between coats
\)4 . N B . ) ,‘x‘v'

. . 3 C .
. - . . - .
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and levels of output. Once this~ relationship is known, 4t can be converted into )
further relationships -between costs and the market value of output by multiplying
_output by unit prices (or prgxies for such prices) and the community value of out-
put by multiplying by a meagure of community value.1
) There is no scientific way of making trades between the programs which are
" rated moet highly on’the criterién of most market value per unit caqst and those.
which are rated most highly on the criterion of most ‘community value per unit cost,
There are, however, systematic methods for developing data which would provide
- usable inputs to CDGwmanagers, those providing‘funds and external critics ands, e
” . supporters as they attemptato assess the opportunity costs2 of both current program
mixes and possible alternatives. These data consist 0 historicdl records of out-
3 . .puts and the. costs associated%with producing them as'well as some means for assigning
community values, Our evaluation design. includes all of these elements. In this
. phase of the evaluation, the data on outputs are most complete. Further worK s’
. ~required<to get data on the other parts of the overall design. Since all of thése

~

- data con Sribute to utderstanding what "reasonable performance" is for such a new

'l

~ ) and highly diversified .entity as a CDC; we recommend such further work. i A
L .
. : -
e .B. N Summary of Conclusions o 1
j&. ) d. General Conclusions About Subsidiaries and Activity Structure

) The subsidiary entities of all of the CDCs tended to fall short of the expected
] milestones which were established for the period from July 1, 1973 to July 1, 1974.
:/f’Tf--9he§e shortfalls,are attributable to overly 0ptimistic efpectations, events which

.’ 1 4

were not or could not be anticipated at the time milestones were set, and’ disap-~

»

‘,J : pointingly‘loW‘perfommance levels: in.SOme cages. We have made no, actempt to

.. statistically determine the relative st ength of each of these factors. Therek jf}"% f
, ‘is evidence eited- in Chapters 2 through 5 that each of them wab significant ;héif:::V':f
discussions of the milestones and achievements of each entity qualitatively treat R

- the evenqs ‘and. circumstances known tq‘have influenced performance relative to mileﬂ *l& J

. ,-. stone targets in addition to the.quantitative aspécts in each caSe.';'f /'*' ; ~ J'?‘}
‘ CDCs ‘had, deve10ped & practice of stating optimistic‘expectations, partly :

n e in order tq generate funding. e were not’ particularly surprisea therefore, S
ﬂd-.~ﬁ' with this general outcome, although CDC man&gers were’encouraged to state reali -, ;.f;a

tic miiestones. On the'other hand 'e found 1itt1e effort ‘”;he paro of\CDc ié" .
l? ﬁu = 1. A versipn “of. this kind of measure which we have suggested is a "community : f

- welfdre weight.. . - frg .
2. Opportunity cpsts are stated in terms of what must be given up or, 4n e
effect, traded for what is in fact chosen. : * , . R

. 4 .
L3 o
r'y . v w




138 - . — A

a

. uianagers to set unduly low targe'ts for themselves. Recent managerial and organ-
izational changes in each of the CDCs should increase the ability of subsidiaries :
‘to project outputs, anticipate a w1der range of possible problems, and increase

output rates in future periods, Improvements in these areas are needed.’ .
In order to summarize the per formance-of the CDCs in the milestone framework,

rreg

we made three sets of comparisons of a.representat:ive set of 95 milestones. First, -

we compared each milestone target with the prev1ous yearis actual level of output., . -
Second, we compared agfual output levels' in the evaludtion year with the correspond-
ing output level in the prior year. Finally, actual outputs.were compared to
. targeted outputs for the evaluation year, ' *

The results of these comparisans show that overall the CDCs projected in-
creased output levels in 1973-1974 over 1972- 1973 levels for about 80 percent of
the outputs. Actual increases in outputs were achieved in about half of the cases.
Restoratien Coaroratten achieved 1ndreases over the 1972-1973 experience in 54 per~
cent of the milestones,xcompared Qo projected increases of 80 percent‘ “TWO achieved
incregges in*§2 percent ‘of the milestones, compared to projected increases of 70 .
percent Zion ‘showed the greatest relative‘shortfall among the three CDCs, ' They £
proJected increases-in 91 percent of the miiestones and achieved increases in only ; °

- N

42 percent.” . ‘ » \/ ' S

w'I'he results of the third- comparison show that targets were, équaled or exceeded ‘

4 in 22 of 95; :cases (slightly over 22 percent) TWO's performance here .was the
best relatively. Performance was equal to oz better than projections in about 37
percent of the cases. Restoration Corporat;ion equaled or exceeded the milestone
o L target.s in 22 percent df the cases. Zion,, again, "showed the worst performance,
equxling or exceeding ‘the fnilestone in Wnine percent of the cases. The - '
o l* comparisons indicate a need for improved forward planning and output est:tmation in .

- ..

LI *
.
. " e K . . . R e v T .
~ ’ the CDCs < R A . v ‘ R el
4 SR : . N . SN gs St e
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.For-Profit Subsidiaties a R -~~:;.‘ » 'v""..'--‘ . ", L ‘f . R

,A '—m M In ﬁestoratiort, the for-profit divisions are t.he l’hysicai ”Developmem: 'Div [} n "
I ‘ena the Economic DeveIopment Divisiqn. In TW(‘i the for-prof.it ,entities xr‘e containe’d 4

Lin ’}‘_ in the~ Woodla:wn Ccmnunity Development Qorporation:. In Zion A the forpprofit di\‘fia— , '
- dicm is Zion Invéetment Associatbs.i Relativeiy few of the for-prof:'it subsidiaries P

.
b} . ,v tre
-.'.?'f i

.

. "',f‘-;: haVe moved from the stetua of potential profit centers to ectual prof:Lt centers R
T during this eveluation. Although few are currently profitable, all. ire engl.ged in .
o activities which are able, to’ generate " own" revenuea, ‘Most: of the expected income
for ‘the for-profit subsidiaries is in fees for service, with the except:ion of ZIA
‘.' | -and WCDC's comerciel et?terprises. Since most of ‘the ¢ current e@tivities involve

143
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work for the parent CDC or another of its subsidiaries, little of the ﬁe- income 7
is currently generated from community residents or directly from ' outside, sources,

" although some of the subsidiaries ‘have added to their "outside" work during the
evaluation. . ' . ‘ ) . N ‘ )

- Little of’ the for-profit activity in the CDCs is in manufacturing. However,
ZiA through Progress Aerospace Industries and Progress Products Company, does .
engage directly in light nmnufacturing activ1ty.. imilarly, through'Progress
Venture Capital Corporation in Zion, and the congmic Devélopment Divigion of .
Restoratlon, the CDCs have some equity i manufactdring activity. The:latter
. division, hovever, is now mainly focugéd on construction and retail activities.i

Most of the for proftt activj in the CDCs is oriented toward real estate
development housing, and commer cf al developments. It is too early to tell
. whether ‘the ma)or, and generally new ‘real estate planning and development functions
. (Real Estate Maﬂagement and Planning inWCDC, RDC, and RDC-CC in Restoration, and
PPSC 1n Zion) will be-able to generate substantial revenues. The experience of ,
PDSC is the least promis;ng of the three.  The Rea Estate Planning and Development
« function in WoodlaWn 1s:the newest, . _— N ' )
*Construction companles exist in Zion and Restoration. e most recent

-experience of Progress Construction Companx is more promlsing than™~d 3 past-

performance. BSRCC Restoration s.construction company, has had difficu
. in both rehabilitation and newscommercial construction. Sheffield Rehabilitathe

) Corporation has now assumed the respons1bility for rehab construction-and RDC/
RDC-CC for commercial construction in the.Commercial Center, Coventuring with
outside firms. in construction has produced mixed experience. "TWO/WCDC has no
ptesent intention of'operating as a’'general c¢ontractor, so far as we know.
. Property. management is showing some promise in all three CDCs, although
Jx. the bulk ob.the w0rk to date is for CDC-owned properties. Property Management® ¢
' in Kestoratlon, however, operates an FHA Securing and Maintenance contract for -
ﬁa substantial profit to Restoration in addition to managing "Restoration prpperties.
Progress Property Management is actively seeking outside industrial, commercial
* and housing contracts. “Proferty management in TWO/WCDC has- been fully occupied
with the attempted turn-around of Woodlawn Gardens and start-up of’ Jackson Park

[}

)flbrraee and has generally not sought outside clients, . s s

7 . Thevrehabilitation programs have had ambiguous results, To a considerable

-

/
extent this is because of difficulties in securing funding, but also because of

the costs of doing rehabilitation work once funding-is achieved. Woodlawn 8 first

rehab package has experienced numerous difficulties, it was not yet completed at

’ U T
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the end of the evaiuation: Sheffield Rehabilitation Corporation has energetically
pursued and obtained conventional fi“ancing for a number of rehab sites, The ex-
pected average cost of these,packages per unit, however, is $24,703 which leads to
a restricted market for profitable resale or lease. Zion has not engaged in housing -
rehabiIitation as a program component, although the Construction Company has recently
obtained contracts for rehabilitation work. Restoration has the only mortgage
hrokering function, Restoration Funding Corporation, in the CDCs studied. The mort-
gage pool has'not‘been as successful ‘as most had hoped.

)

N Economic development lending is carried out by the Economic Development Divi-

sfon in Restoration and by Progress Venture Capital Corporation n Zion.b EDD,

'.jalsd,loffers loan packaging, managerial and technical assistance. These latter:

functions are split in Zion between PVCC, EDTC, and, to a very limited extent for
local purposes, NPAED. Both EDD and PVCC have ‘had Substantial losses on their
portfolios. EDD appears to us, however, to have developed a more coherent program
than PVCC and shows more promise, EDD and PVCC had hoped to market technical and
managerial assistance for a fee, but this h 8 not yet materialized substantially
in either organization, ‘
b, Not-For-Profit Subsidiaries
Social Services Component ‘\é

Each of the CDCs conduct some social service activities which are not expected

to generate revenues The major programs of this sort are operated by the community
organization of TWO and the Area Development/Neighboghood Centers of Restoration.
There is no analog to these activities in Zion, which\has tended to rely on the .
community interest in the 10-36 plan and the local knowledge of Reverend Sullivan's
Zion Baptist Church'members. The programs of TWO and Restoration appear to be well-

establishednig\gheir local communities.' ’

TWO's organization appears to be a more active political force in Woodlawn

of historical development and style of the two organizations and . )
v

to focus the who, e community an speoific issues and because Bedford Stuyvesant : ’ﬁ

contains,many ore competitive local organizations. Both of these CbCs provide .

Y
Y

a set of linkg between the commnnity and the CDC and a mechgsiam for communicating T
CDC plans and priorities to the commuqity In our interviews, both organizations .

145
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en true of Area Development in Bedkord Stuyvesant. This difference is ) il
I
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have expressed.an awareness and concern .about communi-ty interpretation ofﬁmajqr .' -

housing and comercial development, particulari,g if such developments tutn but to o
provide only marginal -assistance to low-incomz{péople. Part]:y‘because ,ther-e. is
no analog to these organizations in Zion, we did not develop a sense of a structured
view of these relationships or’ concerns in Zion. .

Problems posed by possible cpmmunity concern may prove to be more serious ,for
TWO's community organfzation than fot\ Area Development largely because of - TWO'
more extensive past role as a protest organization, The obvious understanding of
the "responsiveness" issue in both organizations, however, is likely to make it ‘(
possible to utilize the tension in ways which enhapce ‘both ‘the community axrd the
CchC,

are important in their own right.and represent a community valued cofnplement to-

Both CDCs maintain that substantlal social ser}rice programs i{n the community .

the more obvious corporate structure and priorities in the rest'of the CDC.

»

A . . @

Individual Grant Compo ent

<

Each of the CDCs have :individual grant/contract activities funded to cover
only operating expenses and allocated overhead. These have less organizational :ll
implications in Restoration than in TWO and ZNPCT becaise of the greater c‘ross-
prograni flexibility of t{he Special Impact gtant to Restoraﬁion. All of the CDCs :

.

are aware of the value of a more coherent"structure and strate than, is- eaa P
28y y o

. to achieve if the program elements are decermined hy a large number of independent.

%

grants. ZNPCT has included for 8 Lon'g time, two- major "mdependent grant programs,
EDTC and NPAED, both funded b.y OMBE, -
entities, with.fo. ne,cessary link to. other Zion, activitie‘s.

Both could be treated as son)ewhat independent
In practice there ig ”
sodxe program interaction and, “until recently} cpnsiderable.“use of OMBE supported L
s-taff to carry out functions Zion more ienerally, Prog}‘am-ox;iented grant agencies

rom Special Impact funds) 'ten‘d to look

LR

(as opposed to the more general grants
at Such interaction with disfavor, thus limiting its possibi.lities.

d

El .

]

-+, TWO, during much. of the, 19603, operated essentially a_s an organizationah B

shell for individual grants and took longer’ to develop as a coherent orga_hn,ization

as a résult,

I)art of- the intent is ciearly Yo develop /some means of more general p‘urpose.'\ o 2 .

support from the grant funds,, bu.t a majpr part of the intent'is to eonduct - S
manpowar training in needed skil'l& which herer:ofore ‘had to be funded‘with 1

discrete grants if it vas to be funded at all ih Woodlawn. SR > .

t: ) LS

! ’ . X “ s vl
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Nevex:theless, ’n{o has found it. hoth necessaty" and desirable ta e e
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- < The range of new program de‘gelopmental ac t1v1t1es, ,whioh require at least

‘o‘s_

- temporary subs1dy‘, is great among the CDCs. Restoratlon has attempted to develop

' a, maJor ex offender program, a sanitation cornpany, a health facility, and a cable

< & 2%

. tele\iision fran‘chise.‘ In 'this category Zion has it:s Progress Propérty Management Lo .

.ﬁsv oo

QQW

. Company Many of these prog;:ams are expe&ted to gen%rate "owq revenues" andzgs

»'t.':
3

b 4% L
B ‘. 3
o
<

¢

become vself susta1n1 over time, Zion has experienced thé most shffts in these

.o‘ “.
«
<

ac t1v1t1es. They",ere or1g1na11y in the Tr’ﬁst cthen in ZIA in an attemptnto c‘olle.ct.a ’1'5

/,“‘

all profit centers 1n zZIA and ' now they ‘are back in the Trust. The' purpose aof this Yo §°

[P Y <L ‘ [ '
. LA “ % ©

.1atter move;wasv to explicitly recognize the‘current need for subs1dy in the programs

and to ;mprove ZIA's profit picture by Eherr departure .and purchase by__the Trust. o

ey, < & el

.In Res torat,ion Area& Deve],,opment has vn.ewed 1ts role as an innovator o,f new pro_'ject's

/" e .
or prognam§ « for subsequent spa.n off as g° maJ r part of 1ts funct’ion‘@ These new s of
\ programs Have nat generally béen 1mp1emented during our evaluation period, 1thoa=gh ‘;;.” L
"7‘ . ;r:”t"‘;“‘

’ ,\' v " " (‘ ., ‘, * . ‘c:'
.center: programs. . e SN U SEPAPOIRE S
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e w20 Some Comparisons Among CDCs and Overall AsseSSmen.t AR

¢ e v Claee 0D

‘l‘here has been an- 1ncreasing1y common d'eflm-ti‘m °f\Program categories and e o

e o

organizatiOnaL structure among "the three CDCs during our ex(al'uation. The maJor

compenent “of this .common’ t;hnead is an interest in real estate development ‘on a

. ‘},,

.

s large scale. This represents a combined starategy of 11nk1ng :l.,nterests in housing,

. v . m.
v busz‘ness development,‘and commeréial development into ‘a package, It, also, represents

a shift from the more scattered 1ndividua1 progr’am emphas‘is of the past, and calls " &
.. for a mor‘e sophisticated orgatp.iational ,structure‘. ,It: ’becomes more d?fficult to say

. where bousing ﬁevelopment and ‘economic develdpment begin and leaue \of °beeause. of

2 IR I e 3 . .
- : - LN LET e l . .»mw a M i

, greateriinterdependEncy ‘and coordination of ef."forts. N - ‘,,«’-;'“-' A SR . Pl

. . .' :..."' Each of the CDCs h.as a program\ involving major housing proj'Ects--i‘xf‘ W.podlawn,‘ ; B

,’;.‘l 'Woodlawn .Gardens and. Jackson Park Terra'ce“in Philadelphia, ZiOn GardenS° and i‘n .' C

‘ . . :N: B‘ed’ford Stuyvesant_‘ Site A and Site 66 Each o‘f the CDCs has or had a conmlercial 5[ "‘_;_,;

- ey, ceglter xfe%elopment. A11 df the- CDCs have plaps in vari-ous stages of completion _:""{¢7,"
’ : Eor. add.itiona! housrng and, commerciﬁl develngents., In Woo‘dlawn, this«;ts repre- "'\"i"}‘; )

A Y

N ‘s s“e ued by rhe pldn for redevel.opmeht. of:a aizeable‘tnaet of hnd .-iif.ﬁ“q@f"'o ./. -."
& \'

.@.

. e .~~

*." Stuyvesant; it is represvented"by'tbe plaus' for ne‘ighbqrhood'shop‘pihg@centem 5o

PR N

St. Joseph site ,and -the‘Myrtle .szenue si e. - 1:\ PHiladei‘phia, 1t, is 'rep‘;:esem;faxf'"*"]Q .
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by plans for a ma_]or shopping center il} West Philadelphia, and less certainly, the -
"* redeveloptnent of, several blocks in North Philadelphia. « ¢ . '%\
All three of the ChCs have made some efforts to develop 1arge scale plans
von the order of magnitude Qf a- new—town/in-town At the moment it 'seems unlikely
¥ that .any of these plans are likely ‘to come. to fruition in the near future, On - -
a more scaled de%m level the prOSpects are‘ quite good for Woodlawn to participate '
| in a ma_]or redevelopment of ene site and for the Restoration Corporation'to move .

f.orward ort. the St. Joseph and ‘M,yrtle Avenue sites. We are somewhat more skEptical

“ in‘in WoodLawn and Bedford Stuyvesant ; “ ‘ 1‘.;,.‘.;' : _' . . .
i Thtere are two reasons fo'r; this differential assessment. The first is that

<

“, ¢

ac both TWG and the Restoration Qorp'bration have- taken significant steps to enhance

their real estate planning and property development functionz, while, as of this
uyvesant the

R date, similar upgrading has not occurred in Zion. Inm Bedf.or
Restoytion Dewelopment Corporation and the closely allied Restoration Commercial

Center have demonstrated significant planning skills and detailed awareness of many ,

-

.ﬂ ,cgf the»complexitdes associa»ted with major real estate develbpments' The w.oodlayn
' Community Development Corporation has. shown sim:.la‘r sophistication, aided by the - ‘

JCeater £or” ¢onmunity Change, in the development and Construction of JackSon Patk *

Taastely

;' o Tei‘race as well as in” the upgrading o'f the real estate planning and development
' \function t:htough the lxiring of new staf.f direct'ors with con‘siqderable ekxperience

ELERAD
LIS Q;ﬁ : in their nareas. Thls has not -occurred" in the caSe q.f Brogress Develepment Services.
o wTh;'s situation s‘tems. in- part,ﬁfrom the tomplicatea management problem, indicated

..\X _‘\ A

.;.f,a in Chapter 4, which coanms the lacTc of c]:ear directiou and mandate ﬁpr real estate
IR development An addit;‘.onal factgi‘ whi'ch gives more credi.bility to ‘the” efforta in ) .
Chicago arfd Bedﬁox& Stuyvesant “is the den!pnstrated capabil!.ty of both ~WCDC and RDC o

““ .. _t “,,.c .. c PR »

-

«
X

in making use of external technical advisprs ,-; ,’}'

o
~r

.....

t:he threeimnities.' Conditions in all three areas are' obviously wbrse than ', :
¢ ¢ in the sm:munding Lfrb&x ar’ea,. but tlrey differ ?gnficantly between the; commnities ¥h

.seiir‘é«ibycms"' ,»u-‘-g RIS S N W :,:z::‘s :
."(.‘..".J A‘ .’"‘\;‘. o(‘N',A ’ ’, o ” ‘. ' " 'Q'A ' :
?i," - T, U.S, _Bureau .of wthe*gen!us,, (’.‘ensﬁs of'l’opulgtion . 1970 En?glcyment Profi}.es <

" of Selec;ed Low'»Iricome ¢ Arkas;:  Fimal Repprt PHC(3)-21 Philadelphiapl’a. .Area IIyr .- e

. Final Report PHC(3]}~18 C’&;icam. ﬂ,l‘ - Agead IT, an&, Final Report 0(33 9 ﬁr00k1yp . .

Borough, New York CLityt ™ Area/f II, U»'@ tovernme’nt Prinr.i‘ng fice‘, Washington, D é.., )
1972 - The areap coverefd include. the- relevan’t CDC comﬁuni‘.ties although they do not .o,
exactly coinc'ide. " o EaPUR O SRR ‘

- .,
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Woodlpwn is relatively the worst off of the three areas with reSpect to employ- ’
ment problems for young people and women, A'very low percentage of the labot force
holds §obs 1n'the local areg. The jobs which are held by the labor force tend to be |
concentrated in low-wage job categonies.’ A combinatxon of the high unemployment ;
rates ‘and low income for those Jbo are employed leads. to very high costs as a pro- _ ° )
portionQOf&income for either mortggges or rent plus utilities? In this "context there
appears to be a considerable need for additionai job deyelopment and the development K
of low~cost housing/ (f < f;‘d\}:i 0 T . \:/}\ . ' :

< H

The Woodlawn Ongahization, however, currently has no economic development
division or, so far es we know, any plans to develop one. They have made eq@rgetic .
‘ moves in the axea of manpo&er training which should help somewhat with the youth
unemployment and femile unemployment problem, but their current development plans
do not include JOb deve10pment as a maior component - ’ }(ﬁ
The major vehicle' for development of low-income housing was clit off b
freeze and withdrawal of Section 236 funds by the\federal government a factor-
which,prompted greater concentratiOn on development of houdsing for a higher income - L .

marketa Inathe recentlyccompleted major housing project Jackson Park Terrace, .

T

“

currqnt- rent-vup plans include ,relatively _few low-income rentals. These plans R
Sl now call for approximately 80 percent market rent plus rent-supplement with only B

a few genuinely low-income units. Such hOusing projects cannot be expected to

have much of a direct 1mpact on, the 1ow-income housing.problem of Woodlawn, - )
although they may haVe some demonstration effect. ' - '

TWO'did not arrive*at its plans for d substantial market’ rate tenancy -~

»

inadvertently. ‘Rather, they ‘tiad" two QUite specific Ieasons for this chOibe- } ;;’1ﬂ'fﬁ
» The first of these ressons was that rents above the rates‘achievablé,thtqugh 'r:ﬂ.t: |
et low-income housing Profects were nece§3ary to produce a: positive cash flow for #:fljgl{ﬁ”'
Lt the Prvoj»ect aftex: allowgncw for constructiorr cost increases. , The' ‘second - reaBO.n .
<ﬁ > 13 the heiief expressed 'by the’ princlpal ’spokesmen of :mo that a mix of ténam:s. -

is requifed in Ioinncmne area'hOUStng in oxder te pre ,deterioration throug ;d,:;:f
vandalism or lack of' ca;oe of the huusing stock and to pz;ovide higher inoome modeis . D

,‘»N',

« . for lovier income suhsid,i‘zéd tenangs. , '.I‘he 1onger term gbal is to change the income 3 ,

giiii : mix of ghe community' ",”t . ri’ RN ;” ‘ ",' . ".,1 ;'23 Lo Z ]

\ .

o Given thé experience in many cities with public hocsing filled soIely with St
° ]eow. income zfamities, which has' umosz.always ~1ed to rapid deteriorat;iOn and high YR

. ;- erﬁme rates, the argument made by TWO management ia,plaueible. Wh kudb;'however,,’ht’~3§ﬁ

-
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so we are _unable tqQ assess the effects of the expected ‘tenant mix on the housing °

roject. There 1s a danger to the Woodlawn Orgapization of a loss of" community '
support as they observe very few of the poor families from Woodlawn being
‘ housed 4in JacKson ,Park Terface.l Prevalling feeling in Woodlawn is thht they have
» v*a sufficiently strong community base to explain to the community the rational for
f the program in persuasive way.. ﬂd,. ‘ . - . . )
e . . In Philadelphig the communitf served by Zion is worst off among the three in
terms of the educational level of the, - labor ‘force, unemplpyment ratés for the male
portion of the labor force, and wages for the female portion of the labor force
¢ which is working. The high unemployment rates fon,males coupled with relatively
"law education levels ‘would suggest thé need.for Zion programs which create jobs, '.° |
as was part’ of the initial objective of Progress Aerospace Enterprises and Progress
Products Corporation. Although we have’ not reviewed_ the Opportunities Industriali-
zatiod Center program in this evaluation, these data help show the importance of /
linking manpower training programs with real Jobs as in ‘the 0IC program. .
| The relatively lower education levels in North Philadelphia suggest also.
a need for an emphasis on education generally. There is a relatively small but

~.

;ﬂ.°; 1msginat1Vé effort in this direq&ion through the Progress Eduqstion Program.
- The level of the prograhlis not likely ‘to 'resuIt rn mAJot 1mprovements "in’ 1ocal b
: education—levels HoWever, the.degree of cooperation which appears to have been'}

generated between the PrOgress Education Program and the local public school .

; .. system is encohragmg. ',..»', S ,f."' L e ’Z~: A ‘ .
,;ﬁsf; Pedford Stuyvessntuis relatively well—off compared to Woodlawn and Philadel- R
phi&-in terms oﬁ both male and Ferale unemployment rgtes, education 1eve1 of the ™

'. swork.force, and incomes received whif% working. The tres'idents  of Bedford Stuyvesant
,’ also have a‘relatively lowerfcosq for using publié transportation ‘to the usual

‘“~2¥_ place of work comparedfto Woodlawn.fj This {5 surgrising because oife of the advan- ' .

h‘ltages custcmarily plaimed for Woodlswn iSsits ease of access to the "el" and thé
Chicago bus system.' The areas in which Bedford §tuyvesant is relativeiy worse ‘

Py . off relate primarily to the absende of sufficient local employment and the high .

'jcost of housing. This suggests that 8 strategy of. job development and substantial s
increases in the low-income housing stock is appropriate for ‘Bedford Stuyvesant.
) 'Both activities are part of Restoration s current strategy 5hrough the Housing

L

;-\Rehab Progrgm, plana for new_housing COnstnuction, and programs of the Economic’

-Deve10pment Division. ; " .-“ . b St T

1, This is*partially offset by the relatively lower average' cost of private

"J  transportation to work in Woodlawn. ' . .

e

y)
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’ Th_e curr,ent financing of packa,ges for re‘nabil-itating housirig‘stock in .
RQ§QOxéti average ou‘t “at about $25 000 per hnit’ This rehabilitaated housing,

l\‘ \*‘

therefcrre, ¢ ] lid;ely to be expensive relatrve to the income' of Bedford Stuyvegant;
«resi.dents. ‘_ th respect t;o the programs of‘the Economic Development Di\ﬁis'ion, . ’
. a maJor shift\ i.n‘ eibphasis has occurred,\since the beginn:Lng of the program which Y
. will tend to reduce the aﬁﬁnt of job creatiog per, dollaf of Econmnic Devel pment e

¢ \ . [

Division ,]i&nvestm ﬁ~t capital Early experience with Ioans to industrial and
‘facturing compani which tend to have high JOb creation pdtential had a hig

of commercial .centers within Restoration as.a whqle, the Economic Development :

. @

". Division has focused n“.\qs -loans on retail aet‘wities and construction cOmpanies, LN

neither of which tend to result in a high ratio of local job deVefopment per dollar

"\.

. ) ¢ . Lot

* of irivestment costs. . J, E .- ST s
. # a ‘ . . n: '_ " . v
) 3/. Suxqmary of Observatidns on Progress and Future Prospects . (}, . B
: 7 Wé come - now tolehe portant but somewhat amorphous, problem of assessing 3 -
—— -« -\
.~ jthe overal,l organization and ospects of the three CDCs. E‘The tonclusions we offer“‘c\
Ly . W R
here have heen reached. on 'the bas!zs bf an effort to unde'rstand what a CDC is and a2

‘a‘ ‘ some major-issues associated with\ the viability of the CDC a8 an institutional .

forn;, the detailed examination of the performance of subsidiary entities and* ’

o

- \\ activities of the CiCs, ,against expected milestones, ‘and observations about each

W CDC as a whole and ‘when compared “to the other two.. < e D L,
\ . N N - -
‘ .

. Where the Restoration Corporation,,the Wdlawn Organization and Zion g

o and what they can do is'a product of their histo > their past choices, and thei

o leadership an’\?\affs. It i‘ 5 also, function’ df exte A ﬁorces beyond. the ¥
control of the CDCs, Of these forces, "the generalized effects .o hanges, in the '

. naiional economic situation and ‘the specific choic,,es of exterhal public and~p ivate

/', funding sources' are probablyfk:& most critical, although the efficacy of the effort

‘hinges on CDC links ‘with th unities the%erve, P } ‘¢ N
T h . N .
_Each CPC we have e amined while *increasingly structured in a similar way, o

N

is distinct Jl'he high degree of corporate structure and approach of Restoration
} Corporation stands out inm&diate]fy. The historical origins‘of IWO in commdnity
,’ T organization and p‘rotest, with a correspondingly lower’ degree of. (orpoz*ate organ- -
’ izational structure, stsnds out, The importance of Reverend Sullivan, both his i
: L Q,\i easWence, e.xplains a great deal aboht the evoluqion of Zion and its Lo .
f " ‘tendency toward centralization of detisions and/ relatively less lower level ‘
| disc etion than in th@ other CDCB. We will not trace these histories’ further here, | .

v '-.". ) ) R
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L but 1t is mportant to note that vthey are distinct and differen\t entitles -7

.“

[N

) spite of ‘their manir sim.ilarities. Q-u'it:e naturally,/ theréf e, d e must expect i -

different modes of response frop each of the CDCs 0 the opport 'ties and con-

’ . tra1nts facmg them asxwell as different means of actively shapin t;h_

< Ty tunities and constraints.‘ n - . 4o o S

.“ \<,’ ’ ‘_ . The rote. of 1eadersh1p is obv1ously a critical’ fac[ztor in determin:Lng outcom%\
) but is hard to. quantify.' -of f:he three ChCe, the éadethip style of Franklin Thomas
. \ and ha.s top managers seeis- to be more akin to th t found in afmodern corporation .
: than is trué'ef the-others. A clear_ cut organizgtion structure "with delegated )

respons1b111ties and areas_of discretion }'xas ‘ev lved in Restoration. Organiza-

'
v tional mechanisms exist through which 1nter org

.

1§atirna1 issues can be raised

and resolved T

1

!' y

.
‘ .- In Woodlastm, the leadErship\style of the

\- ’

ommunlrty organization period is ‘

I

In Zion, Reve end Sullivan's presence i pervalee although tlé Executive

R Restoration‘é stréngth .is’ its reputation and ¢ orporate c'redibi}ity +with external wm
— /souf/es. Wood}.awn s strength is. its reputatfon -andicredibili%y with the local com-- ,
/& mun“ity! Zion B str‘éngth is the reputation and credibility Xf Reverend Sullivan,

Each CDC we shave examined has provided positive ifdications .of its staying

power in the face of a deteriorating national ecopomy and the elimination and cut-
back of many public and privite sources o ort for progtams in minority com- L.
) knunities ough there have been se 8 in doing so. We take this to .
' b”e strong evidence of Iﬁstituvional strength and "self-sufficiency" more * broadly

conceived than the self-sufficiency der‘ived' solely from the generation of current

rofits.- Of the three CDCs we have examined, Restoration seems tio have the.n;ost

i/hual organizational strength and The WOodlawn Organization the greatest sttength
A | D Tt =, 152 " . ) ‘ W
=, ~ ) m g -
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o in:the community Afl of the CDCs have mqre formally structured their internal
L. ’ organizatlon and have enhanced managerlal strength durlng the* per10d of our evaluatlon. (,’
. Bt Each of bhe eDCs’ w111 rquine §ubs1dy, over at, least the next five torten “ !
years, 1f even current programs and actlvity level§ are te-be susta1ned; Reiatlvely .

few of the potentlaf proflt centers w1thin the CDCs are currently profitable on

1 the baS1s of revenues generated from their own actrvltles, although many, have shown

.
- .

improvement in thlS respect during the past year, ' At, the ,same time, all of the . _éﬁ

. ! CDCs have 1nd1cated in, thelr programming and hllocations a strong desire to maintaitd’ (;

¢

soc1a1 and social’ serv1ce prqgrams whioh cannot expect to receive revenues. . These. ,

[ - .
actiyities wzll requlre long—term subsi \for their maintenance, gither from-external .
“ sources or rnternally generqted revenues. . The CDCs also -all,tend to usé -the, notu ;- "

for- proflt part. of their- organizatlon for initial development of new program areas. '

- ‘1

\ or prolects. These act1v1t1es require subsidy. Some portion of the staff is

.

covered in each."CDC by functionally oriented grants, “such as manpower ptograms, . e
. Staff cont1nu1ty between grants or wh11e awaltlng payment on grants 1eads to® C.
? further requlrmment for Subs1d1es. It is unrealistic to expect“the needed sub- | oo

s sidies for all of.the aét1V1t1és mentloned above’ to be covered out of 1nterna11y ' 2]
< generated revenues in\the near term, or p0331b1y even if the long term. T

_CDCs ofﬁer an imaglnétlve approach Eo the resolutlon of somie aof the : ssive -~ .
. 4 -
. problems facing the commun1t1e§ 1n ,which they operabe. At the gonclusion o his

- :- .evaluatlon, it' seems clear that it 1s unrealistic to egpectvthat the unaided pr1vate )

market or gevernments 1q urban ateas wili‘pursue the resolution of these probIems . N
R , in ways wh1ch are necessarily superior to the programs,of CDCs, , We have noted in’ . F;

this study both problematrc and promlslng aspects of the operatlon of GDCs. It ' .o :
: .is our hope'shat these observati\ns wild help contribute to the design and operatlbn _ f?}

’ of programs which facilitate achievement of €he common goa1 of improving conditions

- AR Y4 . ..
- 1in- the communities served by CDCs.
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